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The Honorable James Newberry

Mayor

Lexington-Fayette Urban County Government
200 E. Main Street

Lexington, KY 40507

Dear Mayor Newberry:

| am pleased to submit our Organizational Review of the Lexington-Fayette Urban County
Government. Your vision and forethought in pursuing this review has led to a report that
describes opportunities for improving both services provided to residents and the financial
bottom line. This report can be used as a roadmap for prioritizing and addressing key items, as
well as charting a path for the future.

This process included a review of all of the government’s operations to identify opportunities for
improvement, either in the way services are provided to the City of Lexington residents, or in
increasing the efficiency of the government.

Your goal was to make the City work “better, faster and cheaper.” We reviewed the entire
government with that in mind and have been aggressive in identifying best practices for
consideration and implementation in Lexington.

While this review was planned to cover the entirety of the government, it was not designed to
provide focused, detailed analysis of specific, individual government functions. Some of the
recommendations, therefore, identify areas where additional analysis will, in our professional
opinion, discover significant opportunities for improvement on a cost-effective basis.

It has been a pleasure to work with you and the Lexington staff on this analysis. You have put
together a talented and committed leadership team in the organization; as such, the City is in a
unique position to address organizational and programmatic issues and to provide for a future
that is fiscally sound with an improving quality of life for Lexington residents.

Sincerely,

L

Gerald E. Newfarmer
President and CEO

1730 Madison Road www.managementpartners.com 513 861 5400
Cincinnati, OH 45206 Fax 861 3480
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Lexington-Fayette Urban County Government

Organization Review

A. EXECUTIVE SUMMARY

In early 2007, the Mayor of the Lexington-Fayette Urban County
Government issued a Request for Proposal (RFP) for consultants to
conduct a comprehensive management audit of the government. Their
goal was to identify and recommend ways that the City of Lexington could
improve its operations, provide essential tools and research to help
improve services to residents, operate more efficiently, and save money.
In July 2007, Management Partners was commissioned for this work.

This review was conducted over a four-month period, from August
through December 2007 and included a review of organizational
structure, selected policies and processes, staffing levels, operational
practices, and financial planning. The methodology of the review included
dozens of interviews with elected and appointed officials, focus groups
with employees, a comprehensive survey of City employees,
benchmarking comparisons with other jurisdictions, and a review of
documents that included the City Charter, City Budget, City
Comprehensive Annual Financial Report (CAFR), various management
studies that had been conducted previously, City ordinances, and other
materials provided by staff as needed.

This report details myriad findings and observations, and 424
recommendations that, once implemented, will result in organizational
efficiencies and cost savings across the government. These
recommendations are specific and action-oriented, and will work to
improve the efficiency and effectiveness of municipal operations in
Lexington. A list of all recommendations is included as Attachment A.

The information presented in the report represents the observations and
findings of the experts who worked as a team for this project. Since the
merger of Lexington and Fayette County in 1974, the bureaucracy that
serves the residents of Lexington has provided a structure for service
delivery. While the community has undergone many changes and
evolution, the bureaucracy itself has not been critically examined as a
whole. Thus, opportunity abounds to modernize, streamline, change and
improve the organization and its service delivery model. While the report,
by its very nature, is a critique, it is not a criticism. This administration
has been bold enough to ask the question “how can we do it
better...faster...cheaper?” and this report provides those answers. The
bureaucracy was designed in 1974 and is made up of well intended

Management Partners, Inc. Executive Summary - 1
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individuals who operate in systems and structures that are outdated given
the modern tools and technologies available today.

This report recommends a broad spectrum of improvements. Some will
seem minor and insignificant, and others challenge to strengthen the
organization by reinventing the infrastructure upon which it is built.
Implementation will require courage and conviction — traits that do not
seem lacking with the current organizational and political leadership.

It is time for Lexington to implement strategic planning, performance
management and radically upgrade the technological infrastructure.
Organizational structure changes will clarify responsibilities, eliminate
redundancies, and streamline management. Under-utilized fleet vehicles
can be eliminated in favor of other, more cost-effective transportation
alternatives. Public safety staffing can be set with appropriate formulaic
methods to ensure that safety is not compromised for the sake of
“efficiency” or “politics.”

These improvements, and others in the report, are real and offer
significant cost savings opportunities. It will take hard work to make the
improvements, including fundamental changes in the ways in which the
City does business. In some cases where it is cost-effective,
Management Partners has recommended more detailed separate
analysis.

Lexington has in place talented and energetic policy-makers and
managers with the best interests of the community in mind. We are
confident they will harness the energy and enthusiasm of the City's
employees in implementing the recommendations of this report.

2 - Executive Summary

Management Partners, Inc.
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B. BACKGROUND

Lexington-Fayette Urban County Government (LFUCG) is a full service
government organization led by the Mayor and members of the Urban
County Council. The Council is the legislative branch of the consolidated
government that merged operations, functions and staff of the City and
County in 1974. As such, the 15 member Council is tasked with
establishing budgets, setting policy and levying taxes in accordance with
local charter and statutes of the Commonwealth.

Mayor Jim Newberry took office in January 2007. In January 2007, the
Mayor and the Urban County Council met and identified “Six Pillars of
Progress,” an agenda that has become the foundation of what LFUCG
accomplished in 2007 and for future improvements. The “Six Pillars of
Progress” include a commitment to:

Environment

Economic Development
Community Vision

Communication

Efficient and Effective Government
Innovative Planning

Seven Commissioners appointed by the Mayor oversee the day-to-day
functions of City departments and service delivery to residents and
property owners of the consolidated government. Each Commissioner is
responsible for department functions, as well as divisions and programs.
The departments of the government include: Finance and Administration,
General Services, Law, Public Works and Development, Environmental
Quiality, Public Safety, Social Services and the Office of the Mayor which
includes several strategic staff functions.

The government employs a total of 3,024.2 full-time equivalent (FTE)
employees and operates within an all funds budget of $489,546,930. As
Kentucky’'s second largest city, Lexington-Fayette Urban County
Government serves a 2000 U.S. Census population of 255,339.

Management Partners, Inc.
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C. PROJECT APPROACH

Management Partners took a comprehensive information and data-
gathering approach to complete this study. Below is an outline of how the
work was accomplished.

Individual Interviews

For the review, Management Partners conducted personal and group
interviews with individuals at various levels throughout the organization,
and reviewed City documents such as organization charts, contracts,
work plans, policies and workload statistics. The purpose of the interviews
was to gather general and specific information on the priorities, issues
and work programs of all City departments and divisions, as well as staff
suggestions for improvement.

This approach to information gathering utilizes the insights and
knowledge of the people doing the work and overseeing the work to
identify opportunities for improvement in effectiveness or efficiency of
operations. Interviews were conducted with elected officials and
department managers as part of this project.

Employee Survey

In September, Management Partners created and implemented an online
survey of all City employees. Surveys included traditional multiple choice
and rating scale questions, as well as open-ended text areas for
respondents to enter their comments. Survey responses were reflective of
a cross-section of the City organization in terms of length of service, types
of positions, departments, gender, and ethnicity.

A summary of key findings is contained in Section E of this report.

Management Partners, Inc. Project Approach - 5
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Employee Focus Groups

To ensure that the perspectives of as many employees as possible was
included in this review, Management Partners conducted six focus groups
with randomly selected employees.

In each focus group, we asked a specified set of questions and
participants were encouraged to be candid with their observations and
concerns. The questions centered on the strengths and weaknesses of
the Lexington government as a service provider, with particular attention
to customer service, technology, internal service functions (which support
those departments/divisions serving the public) and organizational
structure.

The focus groups were successful in validating things learned through the
interview process, and in raising new issues in a confidential and
comfortable setting. A report of focus group results is included later in this
report and includes verbatim comments recorded during the focus group
discussions.

Benchmarking

Informed analysis of how other governments of similar size and service
profile operate can lead to operational improvements. Municipalities are
constantly trying new approaches which evolve best practices that can be
replicated in other settings. The identification of peer best practices for
this study has resulted in some important findings about organizational
structure.

With input from City officials, Management Partners selected 13 peer
jurisdictions:

¢ Augusta-Richmond County, Georgia

¢ Cincinnati, Ohio

e Colorado Springs, Colorado

e Columbus-Muscogee County, Georgia

e Corpus Christi, Texas

¢ Knoxville-Knox County, Tennessee

e Lincoln, Nebraska

o Louisville-Jefferson County, Kentucky

e Madison, Wisconsin

¢ Nashville-Davidson County, Tennessee

e Santa Ana, California

e Toledo, Ohio

e Unified Government of Kansas City and Wyandotte County,
Kansas

6 — Project Approach
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Throughout this report, most peer comparisons have been made utilizing
these jurisdictions. However, because information on certain topics was
available in some cities and not in others, the peer groupings may differ
slightly from comparison to comparison. In some cases, an expanded set
of peers was selected to provide additional information.

Document Review and Data Analysis

The City provided numerous documents for Management Partners to
review and analyze. Those included the City’'s budget document,
Comprehensive Annual Financial Report (CAFR), organizational charts,
prior reviews/audits, work assignments and program information, and
much more. In some cases, however, it should be noted that more data
would have been instructive, but the City does not have a rigorous
approach to data-based management and as such, some data was
simply not available.

Management Partners, Inc.
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D. BENCHMARK COMPARISONS

This report presents data on cities similar to Lexington, based on publicly
available information obtained from selected peer cities, as well as
additional research. To ensure that the benchmarking work is of
maximum utility, early in the project we defined the appropriate criteria for
a peer agency, as well as national best practices. The purpose of
benchmarking is to see how Lexington compares to these jurisdictions in
demographics and in selected areas of service.

Selection of Comparable Cities

One of the underlying goals of the benchmarking study was to understand
how Lexington would compare to other cities of similar size. Management
Partners and Lexington staff identified the following 13 jurisdictions
throughout the nation for the service level comparison:

e Augusta-Richmond County, Georgia

e Cincinnati, Ohio

e Colorado Springs, Colorado

¢ Columbus-Muscogee County, Georgia

e Corpus Christi, Texas

o Knoxville-Knox County, Tennessee

e Lincoln, Nebraska

o Louisville-Jefferson County, Kentucky

¢ Madison, Wisconsin

¢ Nashville-Davidson County, Tennessee

e Santa Ana, California

e Toledo, Ohio

¢ Unified Government of Kansas City and Wyandotte County,
Kansas

Basic demographic characteristics of the jurisdictions are provided below
in Table D1.

Management Partners, Inc.
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TABLE D1: BENCHMARK JURISDICTIONS

Consolidated | 2008* General 2008* Total
Jurisdiction Population | City/County Fund Budget Budget FTEs Major Universities
Augusta-Richmond County, Augusta State
Georgia 189,336 Yes $113,348,443 $741,002,042 | 2,845 | University
University of Cincinnati
Cincinnati, Ohio 332,252 No $364,400,000 $860,000,000 | 6,242 | Xavier University
Colorado Springs, Colorado 372,437 No $242,259,823 $348,295,429 | 1,905 | The Air Force Academy
Columbus State
Columbus - Muscogee University; Columbus
County, Georgia 188,660 Yes $193,631,237 $217,293,033 2,744 Technical Institute
Del Mar College;
Texas A & M University
Corpus Christi, Texas 285,267 No $184,445,540 $588,090,502 | 3,093 | - Corpus Christi
Knoxville, Tennessee 173,890 No $163,005,920 $341,384,940 | 1,605 | University of Tennessee
University of
Kentucky;
Lexington-Fayette County, Transylvania
Kentucky 255,339 Yes $282,700,500 $489,546,930 | 3,422 | University
Lincoln, Nebraska 171,932 No $112,132,367 $294,662,295 | 1,550 | University of Nebraska
Louisville-Jefferson County,
Kentucky 700,000 Yes $500,476,000 $715,387,800 8,293 University of Louisville
Madison, Wisconsin 223,389 No $200,794,859 $210,761,770 N/A University of Wisconsin
Nashville-Davidson County,
Tennessee** 552,120 Yes $706,019,800 | $1,545,688,000 6,919 Vanderbilt University
Santa Ana, California 340,024 No $226,777,920 $509,908,839 | 1,753 | Santa Ana College
Toledo, Ohio 298,446 No $247,578,871 $524,148,139 3,030 University of Toledo
Unified Government of KCK Community
Kansas City, Kansas, and College; Rockhurst
Wyandotte County 304,748 Yes $199,548,347 $272,437,033 2,401 University

* Fiscal Year 2008 budget figures are provided where available.

is cited.

Where 2008 figures are not available, the most recent data available

** Total Nashville-Davidson County budget includes over 600 million devoted to school operations and debt service.

Limitations and Use of Benchmarking Data

Benchmarking data was gathered from the selected jurisdictions’ Internet
websites where budget data and financial reports were available.
Whenever data is used from individual jurisdiction budgets, some format

and presentation differences may hamper an equal comparison.

Unlike

the uniform collection of demographic information, there are no national
standards for budgetary reporting. Consequently, we used care in
drawing firm conclusions from the data. The data is useful for illuminating
major trends and averages, but further research would be necessary to
make any definite findings between a peer jurisdiction and the Lexington-

Fayette Urban County Government.

10 — Benchmark Comparisons
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Demographic and General Fund Financial Data

It is important to begin any peer benchmarking review with an
examination of the basic makeup of each community. With local
governments, there is no such thing as a perfect “apples to apples”
comparison; each jurisdiction’s demographics and top issues will affect
service decisions. It is, therefore, important to examine the foundation
upon which government is provided and to understand the community’s
particular issues. Data in the following section is from 2007 unless
otherwise noted. For formatting purposes each jurisdiction has been
abbreviated in comparison tables as follows.

PEER JURISDICTION ABBREVIATION
Augusta-Richmond County, Georgia AUGRICH
Cincinnati, Ohio CINCI
Colorado Springs, Colorado COSPR
Columbus - Muscogee County, Georgia  COLMUSC
Corpus Christi, Texas CORPUS
Knoxville, Tennessee KNOX
Lexington-Fayette County, Kentucky LEX
Lincoln, Nebraska LINC
Louisville-Jefferson County, Kentucky LOU-JEFF
Madison, Wisconsin MAD
Nashville-Davidson County, Tennessee NASHDAV
Santa Ana, California SA

Toledo, Ohio TOL
Unified Government of Kansas City,

Kansas, and Wyandotte County KANCITY

Crime is a concern in most communities. A good measure of crime is the
number of Type 1 crimes (violent crimes such as rape and murder) per
capita in a given community. lllustrated in Figure D1 below, Lexington has
one of the lowest incidents of Type 1 crimes out of all the peer
jurisdictions. Only Kansas City, Santa Ana, and Madison have fewer Type
1 crimes per capita.

Management Partners, Inc.
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FIGURE D1: TYPE | CRIMES PER CAPITA
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It should be noted that crime is strongly correlated with income levels. In
fact, this may be the single most important variable when it comes to
explaining crime differentials. This seems to be the case in Lexington.
Lexington’s per capita income, illustrated in Figure D2 below, is one of the
highest of all the peer jurisdictions. Lexington also benefits from having a
robust median household income, compared to its peers. Median
household income is found in Figure D3 below. The implication is not only
that Lexington enjoys a safe community relative to its peers, but that it
should continue to build its economic development; this will increase
income, which will contribute substantially to abating the level of crime in
the community.

FIGURE D2: INCOME PER CAPITA
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FIGURE D3: MEDIAN HOUSEHOLD INCOME
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Community Growth

As llustrated in Figure D4, three of Lexington’s peer communities
experienced population loss and two others experienced only nominal
growth. Lexington was able grow at roughly the same pace as Kansas
City-Wyandotte County, Kansas and Nashville-Davidson County,
Tennessee. Some of the population decreases can be attributed to the
continued shrinking of cities that benefited from traditional manufacturing
jobs. Knoxville-Knox County, Tennessee, Lincoln-Lancaster County,
Nebraska, and Madison, Wisconsin all outpaced Lexington. The merger
between Louisville and Jefferson County, Kentucky in 2000 made finding
credible data difficult, and thus was omitted in this section.

FIGURE D4: AVERAGE POPULATION GROWTH
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Financial Comparisons

Figure D5 shows each jurisdiction’s General Fund per Capita, which
illustrates the relative size of local government (in terms of finances).
Lexington is in the top four among its peer communities for General Fund
budget per capita. This is generally seen as an indicator of healthy
financial resources.

FIGURE D5: GENERAL FUND BUDGET PER CAPITA
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Figure D6 below shows each jurisdiction’s total Capital Improvement
Program (CIP) per capita in FY 2007. The CIP is traditionally considered
the long-term investment portion of the budget and focuses on
infrastructure and other costly endeavors. The CIP in Lexington is one of
the lowest of all peer communities.

FIGURE D6: CAPITAL IMPROVEMENT PROGRAM (CIP) PER CAPITA
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Parks and Recreation

The benefits of parks and recreation to a community’s quality of life have
been well documented. Two quick measures, while imperfect, illustrate
that Lexington is among the leaders of its peer communities. Figures D7
and D8 below show that Lexington ranks fourth and third, respectively, to
its peers in park acres and ball fields (baseball, softball, football, and
soccer) per 1,000 residents. Data could not be acquired for the
jurisdictions of Santa Ana, California and Augusta-Richmond County,
Georgia. Because of this, they were omitted from the following figure.

This is especially important to note because Lexington Parks and
Recreation became an accredited agency by the National Association of
Recreation and Parks in the fall of 2007. The Commission for
Accreditation of Parks and Recreation Agencies (CAPRA) administers a
rigorous program based on self-assessment and peer review using
national standards of best practice to better promote the quality of agency
services and delivery systems.

FIGURE D7: PARK ACREAGE PER 1000 POPULATION
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FIGURE D8: BALL FIELDS PER 1000 POPULATION
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The Government

In addition to general demographic information,

a review of the

government is useful as well. As shown in Figure D9 below, Lexington is
toward the middle of its peers for the number of employees per 1,000 in

population.

FIGURE D9: EMPLOYEES PER 1000 POPULATION
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Law Department Staffing

Lexington’s Law Department and staffing, as displayed in Figures D10
and D11, show that Lexington’s budget is about average for all peer
communities, while the staffing is in the bottom third. Further examination
shows that staffing and budget correspond quite closely.

FIGURE D10: LAW DEPARTMENT BUDGET COMPARISON
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FIGURE D11: LAW DEPARTMENT STAFFING
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Finance Department Staffing

The number of FTEs in each benchmark community’s finance department
varies greatly, as indicated in Figure D12 below. The five jurisdictions
with the most FTEs, which includes Lexington, have a far greater number
of FTEs than the other nine.

FIGURE D12: FINANCE DEPARTMENT STAFFING COMPARISON

Management Partners, Inc.
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Human Resources Department Staffing

Figure D13 below compares the number of FTEs in each community’s
human resources (HR) department. Lexington has the third highest
number of HR FTEs among the benchmark communities, with only
Nashville and Louisville having more.

FIGURE D13: HUMAN RESOURCES STAFFING
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In order to make a more meaningful comparison of HR FTEs, Figure D14
illustrates the number of City employees per HR employee. Clearly,
Colorado Springs’ HR department handles over 700 city employees,
many more than the other benchmark communities. Lexington, on the
other hand, has far fewer employees per HR employee, with only Santa
Ana having less. The HR best practice formula used throughout the
industry to benchmark staffing suggests that HR departments should be
staffed with one HR professional for every 100 employees. While the
particular staffing needs of each HR department may vary, the 1:100 ratio
serves as a useful tool to compare demand with resources. Lexington is
slightly under this standard staffing level.

FIGURE D14: CiTY EMPLOYEES PER HUMAN RESOURCES EMPLOYEE
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Public Safety Staffing

Public Safety staffing includes employees from police, fire and code
enforcement divisions in the various jurisdictions.

Figure D15 shows a comparison of the number of sworn police officers in
each community per 1,000 residents (note: Augusta and Santa Ana did
not provide information for this topic). Lexington is close to the average of
the group, with Cincinnati having the largest number of sworn police
officers per 1,000 residents, and Knoxville having the fewest. Data could
not be acquired for the jurisdictions of Santa Ana, California and Augusta-
Richmond County, Georgia. Because of this, they were omitted from the
following figure

FIGURE D15: SWORN PoLICE OFFICERS PER 1000 POPULATION
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Looking within each community’s police department, Figure D16 shows
what percentage of the entire police department is made up of sworn
police officers. All of the communities have very similar percentages,
ranging from nearly 65% to a little over 80%. In other words, civilians
make up about 20-35% of each of the police departments, with Toledo
utilizing the most civilians per sworn police officer and Nashville utilizing
the least. Lexington falls right in the middle at about 75% sworn and 25%
civilian. Data could not be acquired for the jurisdictions of Santa Ana,
California and Augusta-Richmond County, Georgia. Because of this, they
were omitted from the following figure.
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FIGURE D16: SWORN POLICE OFFICERS AS PERCENTAGE OF TOTAL POLICE
DEPARTMENT STAFFING
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In order to compare levels of staffing for fire services across the various
benchmark communities, Figure D17 shows the number of FTEs in each
community’s fire department per 1,000 residents. With this approach,
Lexington has the third highest amount of fire fighters per capita.

FIGURE D17: FIRE STAFFING PER 1000 POPULATION
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Figure D18 below shows the number of fire stations in each of the
benchmark communities. Clearly, Louisville Metro has many more fire
stations than the other jurisdictions, and Lexington is in the same general
range as most of its peers.
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FIGURE D18: NUMBER OF FIRE STATIONS
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In order to make more meaningful comparisons between the benchmark
communities regarding the number of fire stations, Figure D19 shows the
number of fire stations per 1,000 residents. Lexington is once again
above the median of the group, with almost 0.08 fire stations per 1,000
residents.

FIGURE D19: NUMBER OF FIRE STATIONS PER 1000 POPULATION
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With a higher number of fire department FTEs than almost all of the other
benchmark communities, it is not surprising to find that Lexington also
has a much higher number of fire apparatus per 1,000 residents, as
indicated by Figure D20 below. Only Louisville Metro has a higher
number of apparatus per capita than Lexington. Data could not be
acquired for the jurisdictions of Knoxville, Tennessee and Augusta-
Richmond County, Georgia. Because of this, they were omitted from the
following figure.

Management Partners, Inc.
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FIGURE D20: FIRE APPARATUS PER 1000 POPULATION
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Figure D21 below shows the number of FTEs dedicated to code
enforcement in each of the benchmark communities. Lexington has far
fewer employees responsible for code enforcement than Louisville,
Nashville, and Cincinnati. The other benchmark communities are more
consistent with Lexington, having fewer than 50 code enforcement FTEs.

FIGURE D21: CODE ENFORCEMENT STAFFING
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Figure D22 details the code enforcement budget as a percentage of the
total General Fund budget in each of the benchmark communities.
Despite having a similar number of FTEs dedicated to code enforcement,
the budget for code enforcement in Lexington is lower than most of the
other benchmark communities. The only cities with a smaller code
enforcement budget than Lexington are Augusta and Knoxville, which can
be explained by fewer FTEs, as seen in the previous figure. It is not
surprising that the cities with more code enforcement FTEs are towards
the higher end of the spectrum when it comes to code enforcement
budget as a percentage of the total General Fund budget.
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FIGURE D22: CODE ENFORCEMENT AS A PERCENTAGE OF THE GENERAL
FUND
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E. EMPLOYEE INPUT

Employee Survey

Management Partners created and implemented an employee survey that
was made available on-line for employees to complete at their
convenience. Employees without access to the internet were able to
complete and return hard copies of the survey. The purpose of the
survey was to ask specific questions regarding employee morale,
workplace dynamics, the hiring process, and the general experience of
working for the Lexington-Fayette Urban County Government.

The responses to the survey questions are aggregated by division to
show differences in opinion between them, as well as show a City-wide
average. Some respondents preferred not to identify for which
department they worked; these responses are labeled accordingly in the
results. Surveys included traditional multiple choice and rating scale
guestions, as well as open-ended text areas for respondents to enter their
comments. Survey responses were reflective of a cross-section of the
City organization in terms of length of service, types of positions,
departments, gender, and ethnicity.

Full results of the survey can be found as Attachment E-1. A summary of
key findings follows here.

Of the 1,036 total respondents, only 98 declined to identify the
government department or division in which they worked.

Table E1 below shows the breakdown of respondents and their
percentage of the total responses received.

TABLE E1: NUMBER OF RESPONSES BY DEPARTMENT OR DIVISION

Number of Percentage

Respondents of Total
Council Office 15 1.45%
Social Services 16 1.54%
Mayor's Office 18 1.74%
Law 25 2.41%
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Number of Percentage
Respondents of Total

Government
Communications 27 2.61%
Environmental Quality a7 4.54%
Finance and Administration 53 5.12%
Prefer Not To Say 98 9.46%
General Services 134 12.93%
Public Works and
Development 172 16.60%
Public Safety 431 41.60%
Total 1,036 100.00%

There were 31 statements that employees were asked to consider. For
each statement, a response of “strongly disagree”, “slightly disagree”,
“slightly agree”, and “strongly agree” was an option. After the surveys
were completed, Management Partners assigned a corresponding
numerical value to each of these responses, with a rating of “1” equaling
“strongly disagree” to “4” equaling “strongly agree”. This way,
Management Partners was able to find the average response for a given
guestion.

For example, in Table E2 below, employees were given the statement of
“I am proud of the work | do for the City.” The City-wide response was
“3.61" — in other words, most employees slightly agree with that
statement.

TABLE E2: PRIDE INWORK FOR THE CITY

20. | am proud of the work | do for the
City.

Law 3.48
Prefer Not To Say 3.54
Government Communications 3.56
Public Safety 3.58
Citywide 3.61
Environmental Quality 3.64
Finance and Administration 3.64
General Services 3.66
Public Works and

Development 3.67
Social Services 3.73
Council Office 3.75
Mayor's Office 3.78
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Based on the responses found in Tables E3 and E4, Lexington’'s
strengths include a workforce that feels empowered to bring ideas for
improvement to their supervisors and to use their own judgment and

initiative to carry out their responsibilities.

TABLE E3: ENCOURAGEMENT OF NEW IDEAS

7. 1 am encouraged to bring new ideas to my

supervisor.

Law 2.50
Government Communications 3.00
Public Works and Development 3.02
Public Safety 3.08
City-wide 3.10
General Services 3.10
Prefer Not To Say 3.12
Environmental Quality 3.13
Mayor's Office 3.28
Social Services 3.47
Council Office 3.50
Finance and Administration 3.56

TABLE E4: ENCOURAGEMENT OF INITIATIVE AND JUDGMENT

8. I am encouraged to use my own

judgment and initiative when carrying out

my job.

Law 2.80
General Services 3.19
Prefer Not To Say 3.23
Public Works and Development 3.25
Public Safety 3.26
City-wide 3.27
Environmental Quality 3.36
Council Office 3.42
Mayor's Office 3.44
Finance and Administration 3.48
Government Communications 3.50
Social Services 3.60

Management Partners, Inc.
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Responses in Table E5 also indicate that the workforce has a clear
understanding of their responsibilities and expectations.

TABLE E5: CLEAR UNDERSTANDING OF RESPONSIBILITIES AND EXPECTATIONS

5. | have a clear understanding of my job
responsibilities and expectations.

Law 3.12
General Services 3.40
Government Communications 3.44
Environmental Quality 3.47
Prefer Not To Say 3.49
City-wide 3.51
Public Safety 3.52
Public Works and Development 3.55
Mayor's Office 3.56
Council Office 3.58
Social Services 3.60
Finance and Administration 3.70

The bulk of the responses were either in slight agreement or neutral. As
indicated in Table E6, the overall sentiment seems to be that Lexington is
a good place to work.

TABLE E6: LEXINGTON AS A GOOD PLACE TO WORK

21. Overall, | think LEXINGTON is a good
place to work.

Law 2.96
Environmental Quality 3.24
Public Safety 3.25
City-wide 3.33
Council Office 3.33
General Services 3.34
Prefer Not To Say 3.34
Government Communications 3.44
Finance and Administration 3.45
Public Works and Development 3.47
Social Services 3.47
Mayor's Office 3.61
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There were, however, areas that did not receive such high marks. While
data reported in Table E7 suggests that communication within individual
departments or divisions is good, employees indicated in Table E8 that
communication within the City as an organization is not at a level they

consider adequate.

TABLE E7: COMMUNICATION AT THE DEPARTMENT LEVEL

3. | have a clear understanding of the
mission and goals of my department.

Law

Environmental Quality
General Services
Government Communications
City-wide

Public Works and
Development

Public Safety

Prefer Not To Say

Council Office

Finance and Administration
Social Services

Mayor's Office

2.64
3.15
3.19
3.22
3.26

3.26
3.27
3.30
3.33
3.44
3.47
3.61

TABLE E8: COMMUNICATION CITYWIDE

overall City organization.

2. There is good communication within the

Environmental Quality
Government Communications
Public Safety

Law

City-wide

Prefer Not To Say

Public Works and Development
General Services

Council Office

Mayor's Office

Finance and Administration
Social Services

2.17
2.33
2.36
2.36
2.40
241
2.43
2.45
2.50
2.56
2.58
2.73

Findings of inadequate City-wide communication seem to be supported
by the indication in Table E9 that there is little perceived cooperation

between departments and divisions.
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TABLE E9: PERCEIVED COOPERATION BETWEEN CITY DEPARTMENTS

12. There is good teamwork between the
City’s departments.

Public Safety 2.04
Environmental Quality 2.30
Council Office 2.33
Public Works and Development 2.39
General Services 2.41
City-wide 2.42
Law 2.44
Prefer Not To Say 2.47
Government Communications 2.48
Finance and Administration 2.53
Mayor's Office 2.61
Social Services 2.79

Another subject that did not receive high marks was staffing and
resources. Respondents indicated in Table E10 that they have neither the
personnel nor the resources to do their job adequately. Data in Table E11
also strongly suggests that there is very little faith that the Civil Service
selection process is working effectively.

TABLE E10: RESOURCES AND PERSONNEL NECESSARY FOR THE JOB

18. My division has the personnel and

resources we need to do our jobs efficiently.
Public Safety 2.19
Law 2.24
Prefer Not To Say 2.27
General Services 2.30
City-wide 2.34
Public Works and Development 2.42
Environmental Quality 2.48
Social Services 2.73
Government Communications 2.78
Finance and Administration 2.81
Mayor's Office 2.88
Council Office 3.25
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TABLE E11: FAITH IN THE CIVIL-SERVICE SELECTION PROCESS

19. The Civil Service selection process

selected for vacant positions.

ensures the best qualified candidates are

Environmental Quality
Government Communications
Public Works and Development
Council Office

Finance and Administration
City-wide

Public Safety

General Services

Prefer Not To Say

Mayor's Office

Law

Social Services

2.00
2.04
2.13
2.17
2.17
2.20
2.20
2.25
2.25
2.35
2.52
2.67

Finally, Tables E12 and E13 show that respondents do not feel
recognized for their contributions, nor do they feel appreciated by division

management.

TABLE E12: EMPLOYEE RECOGNITION

27. Employees are recognized for their
contributions.

Law

General Services
Environmental Quality
City-wide

Prefer Not To Say

Public Safety

Public Works and Development
Government Communications
Social Services

Finance and Administration
Council Office

Mayor's Office

2.04
2.26
2.30
2.37
2.37
2.38
2.40
2.44
2.47
2.49
2.67
2.67
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TABLE E13: EMPLOYEE APPRECIATION

9. | feel appreciated by my division’s
management.

Law 2.28
General Services 2.58
Public Safety 2.66
Environmental Quality 2.70
Government Communications 2.70
City-wide 2.72
Prefer Not To Say 2.73
Public Works and Development 2.77
Social Services 3.00
Finance and Administration 3.11
Mayor's Office 3.17
Council Office 3.42

Employee Focus Groups

To ensure that the perspectives of as many employees as possible were
included in this review, Management Partners conducted numerous focus
groups with employees from each department. All City departments and
all levels of the organization were represented (except commissioners,
who were each interviewed separately).

In each focus group, Management Partners asked a specified set of
guestions and participants were encouraged to be candid with their
observations and concerns. The questions centered on the strengths and
weaknesses of the Lexington-Fayette Urban County Government as a
service provider, with particular attention to customer service, technology,
internal service functions (which support those departments/divisions
serving the public) and organizational structure.

The focus groups were successful in validating findings from the interview
process, and in raising new issues in a confidential and comfortable
setting.

General Themes
The following themes provide a summary of what was learned through
the focus groups.

Employees take pride in their work and community
¢ Lexington employees are very responsive; they are prompt and
willing to help.

32 — Employee Input

Management Partners, Inc.



Lexington-Fayette Urban County Government

Organization Review

Most Lexington employees take a lot of pride in doing their job
well and try hard.
The departments/divisions and staff are exceptional.

Communication could be improved

There is a “silo” mentality within the government that inhibits
effective communication.

There needs to be a greater understanding of the work other
divisions perform so employees realize how their works fits into
the big picture and be aware of the different services the City
provides.

A lack of direct top-down communication on topics ranging from
policies to events creates a lot of unnecessary confusion.

Many times employees first hear about issues in the government
through the grapevine or from the news media rather than their
commissioners or supervisors.

Communication within departments is lacking; there needs to be
“all hands” staff meetings on a regular basis.

Not many employees have met their respective commissioner.

Employees have concerns about compensation

Employees with certifications and experience should be
compensated accordingly. For example, the pay is inequitable
between housing inspectors who are required to be certified and
nuisance officers who are not.

Perceive that pay is well below what the market pays in most
other cities.

There is no incentive to go above and beyond the minimum
requirements of the job.

Compensation for being “on-call” is inadequate.

Should be same pay grade for same work.

The only way to get a raise is through a reclassification or cost of
living allowance.

The City should implement a STEP system for compensation.

Human Resources is not universally trusted by employees

HR is supportive of managers, but employees feel there is no
recourse if they have a “bad” manager. One employee reported
being told by other managers and HR that complaining will ruin
their careers.

Human Resources is disappointing due to misclassifications, pay
inequities, no recourse for managers to fix problems on their own
and a lack of willingness on HR'’s part to fix problems.

There should be some sort of pay-for-performance.

The grievance process is a black hole.

HR ranks candidates without understanding employees’
jobs/needs.

It is very difficult to fire problem employees.
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There are many unhappy Parks and Recreation employees
because HR provides little support, there is a lack of confidentiality
(HR contacts an employee’s supervisor with confidential
information), and no advocacy for employees.

The requisitioning process is unnecessarily frustrating

The STARS program is still getting sorted out; it was oversold to
employees who were initially resistant to it and staff were not
involved during the selection and design phases.

STARS is not specific to what is done in the City, especially Social
Services. It does not give out correct information in notifications,
and access and what can be done are very limited.

There are many, many, levels of approval for routine work.

The purchase order (PO) process takes too long to get parts and
equipment (e.g., P-Cards).

Too many approvals are required for small purchases; for
example, three signatures are required for purchases under $500
before it goes to purchasing.

Just because it is cheaper does not mean its better; accepting
lower bids only leads to hiring companies who are poor
performers.

Contractors do not clean the facilities properly and they are
expensive.

It takes a minimum of four weeks to purchase items.

Employees stated that some vendors will not accept POs because
the City does not pay in a timely manner.

The City is responsive to community needs

The Council makes itself accessible to both residents and staff.
Overall, the City is quick to respond to general complaints.
Lex-Call has been a wonderful addition to the City, making both
citizens and employees happy.

Community involvement is a value to the government.

The Division of Parks and Recreation facilitates community
relations by working with outside agencies.

The complete results of employee focus groups are included as
Attachment E-2 to this report, and includes verbatim comments recorded
during the focus group discussions.

34 — Employee Input

Management Partners, Inc.



Lexington-Fayette Urban C
Organization Review

ounty Government

F. CORPORATE RECOMMENDATIONS

In this section of the report, we present those recommendations which
have wuniversal application throughout the organization. These
recommendations are, by their global nature, priorities and
implementation of these recommendations would promote positive
change for the City on a large scale.

Strategic Management and Planning

City-wide, the use of strategic management principals and strategic
planning is limited. Few departments have strategic plans in place or
accompanying work plans.

A comprehensive strategic planning process involves establishing a clear
mission for the organization, a vision for the future, articulating the
organization’s values, preparing an environmental scan that identifies the
factors affecting the organization, establishing goals, identifying priority
strategies, and creating implementation plans. A mission statement
provides the framework and direction for the organization. It states the
purpose and provides the marketing focus. The mission statement gives a
rationale for programs that are carried out by the organization, and guides
the prioritization of opportunities. It fundamentally defines what the
organization stands for and what it will do. Establishing a vision of where
the organization wants to be in the future is a fundamental part of the
strategic planning process. Where the mission states the purpose of the
organization, the vision states the future. The values of an organization
drive both the goals and strategies created and the process of
implementing the strategic plan.

Prior administrations developed a mission statement and values that
hang on the walls in the government office buildings. The mission
statement is:

Working in partnership with the community to provide a
safe and secure environment, excellent customer service,
a vibrant organization, and economic opportunity
empowering all to thrive.
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This mission is supported by the following values:

Leadership — Innovative, proactive, ethical, visionary, inclusive,
collaborative

Fiscal Responsibility — Accountability & results oriented

Understanding — Open communication (listening & feedback)
sensitive to needs of citizens and each other, awareness of
current and future needs

Continuous Improvement — Proactive, well planned, inclusive

Great Service — Effective, efficient, results oriented, responsive,
well trained, equipped, supported employees

This prior work should be considered and either modified or affirmed by
the current administration as part of a strategic planning exercise.

An environmental scan is normally conducted as part of a strategic
planning process in order to identify the factors that are currently
influencing the organization and those which will affect it in the future.
Typical factors include fiscal constraints and opportunities, service
demand drivers, policy issues, legislation, demographic characteristics of
the community, and workforce issues. A “SWOT” analysis (strengths,
weaknesses, opportunities, threats) is normally part of the environmental
scan.

Goals set the framework for Lexington’s policies that guide the direction
and focus of the organization, budget decisions and allocation of other
resources, such as staff time. Goals are “up on the balcony” wide views of
opportunities for change and improvement. They are statements of how
you want the future to be. Goals provide the “why” (i.e., provide larger
meaning and context) of the specific actions the agency takes. They help
corporate leaders and policy makers to decide which of the many worthy
projects should be done and when, within available resources. Goals
must be meaningful and attainable.

Strategies are the means to achieve the goals. They are the individual
projects that must be assigned, with resources identified, that will
contribute to achievement of a goal. Projects should be achievable within
the available resources, with clear direction and attainable timeframes,
with periodic checking on progress, changes or challenges.

Lexington’s government would benefit from a comprehensive strategic
planning process, which carries through to specific work plans for
departments that support the overall City-wide strategic plan. In this way,
policymakers can be assured that “everyone is rowing in the same
direction.”
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Recommendation F1: Create a strategic plan for the
Lexington-Fayette Urban County Government and
annual department work plans based on it. This City-
wide strategic plan should then serve as the framework
upon which departments prepare their own strategic and
work plans which are related and which help to achieve
City-wide strategic plan goals.

Recommendation F2: Develop five-year strategic plans
for every department. Every department should have a
plan which sets a course and specific goals for the ensuing
five years. The department plans should relate explicitly to
the City-wide strategic plan.

Recommendation F3: Create annual work plans for
every department. As noted above, each department
should prepare an annual work plan with specifics as to
how strategic plan goals will be achieved and goals for
each year’s accomplishments.

Recommendation F4: Use work plans as one factor
when reviewing commissioners’ performance. By
having work plans, the Mayor and commissioners can
clearly determine whether progress toward goals is made
each year and whether the departments are working to
support the policymakers’ stated mission and objectives for
the organization. While supervision and management of
daily operations is clearly critical for commissioners, they
should also be expected to work toward enacting a number
of operational improvements annually as well.

Performance Management

Best practices agencies routinely utilize performance measures in order
to gauge progress and performance. Without the routine collection of data
on inputs (workload), outputs (workload completed), efficiency (cost per
unit) and effectiveness (customer satisfaction or quality), it is virtually
impossible for managers in an organization to truly know how they are
doing. One would not be surprised to see a private sector manager
tracking data and numbers on his operations and this principal applies to
public sector managers as well.

Lexington does not utilize a comprehensive system of performance
measurement. In many instances during the course of this review,
department commissioners were unable to provide quantitative data
required for the proper management of their organizations. Just a few
specific examples include:
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= The Department of Law does not have performance measures to
determine departmental effectiveness or efficiency.

= The E-911 Center does not have a service quality standard for
call-pick up, such as answer 90% of calls within 10 seconds 80%
of the time.

= The Police Division did not know the average percentage of time
per patrol officer spent answering calls for service.

= Police Division does not know average monthly case load per
investigator by type of investigation.

= The Purchasing Division does not set cycle time standards for
processing purchase orders nor do they track cycle times.

= The Human Resources Division does not set cycle time standards
for filling vacant positions nor do they track cycle times.

» The Fire Division does not know or track the average time frames
for EMS tasks such as: average time from call to on-scene; time
from on-scene to patient side; time from patient side to begin
treatment; time from patient side to begin transport; time from
begin transport to transfer to ER staff.

=  Community Corrections does not track recidivism rate for its
inmate support programs, such as drug education programs.

= The Code Enforcement Division does not know the number of
re-inspections or the average number of inspections per order
issued.

A culture of continuous improvement requires a formalized program
performance measurement system reinforced by a corporate
management system. Program performance measurement begins with an
inventory of the programs (services) that the government provides to the
citizens, developing a list of measures for effectiveness, efficiency and
workload (inputs/outputs), and setting standards or targets for those
measures that provide a profile of expected program performance. Most
successful performance measurement systems are closely integrated into
the budget process.

While at times the lack of performance measurement data can be the
result of oversight or lack of knowledge, it is more frequently related to the
lack of proper focus by management on operational performance. Too
often managers focus their daily efforts on issue management and crisis
control and lack the discipline to focus on daily service delivery.

A comprehensive system of performance management has at its core
routine communication between managers on operational performance
and project management. Reporting performance filters “up” through the
layers of management and “out” to the Council and the public, ensuring
that performance is clearly communicated to policy makers and the
general public.

Recommendation F5: Implement a system of
performance management with comprehensive
outcome-based performance measures. Performance
measurement is not a panacea, but a means to provide

38 — Corporate Recommendations Management Partners, Inc.



Lexington-Fayette Urban C
Organization Review

ounty Government

data to managers and supervisors who no longer need to
operate “in the dark.” By having numerical data to review
and to show trends or anomalies, managers and
supervisors can make more informed choices.

Technology

Overall, technology is a corporate weakness which limits the ability to
manage and analyze performance. Numerous departments reported a
lack of appropriate equipment and/or support for implementation of
technology efforts.

City-wide, employees who completed the Management Parthers survey
responded to the statement, “My division has the technology we need to
do our jobs efficiently” with an average rating of 2.59 where a rating of 1
equals “strongly disagree” and 4 equals “strongly agree.” Only three
entites  (Council  Office, Mayor's Office, and Government
Communications) responded with a rating of 3 or above, leaving seven
departments or divisions (and the majority of employees) that do not
completely agree with the statement.

Management Partners’ review of the government confirms this widely-
held view among employees. Many specific technology improvements are
needed and were cataloged during the course of this review, and can be
found integrated into the associated department/division sections of this
report.

Recommendation F6: Prepare a City-wide enterprise
Information Technology (IT) Plan. Similar to a strategic
plan but specific to information technology, an enterprise IT
plan will determine the technological direction of the City
and the means by which to get there. From this plan, IT
management can  staff  appropriately, purchase
appropriately, and better determine the needs of its
internal customers, i.e., the departments.

Overall Fiscal Capacity and Management

The City has some opportunities for improvement in the reporting and use
of financial information, both in the management of its normal business
and in support of policy-making by having a true multi-year financial plan.
The current administration is working in partnership with the Council to
put some basic building blocks in place to support improved financial
reporting and accountability. This is an important step, and combined
with recommendations contained throughout this report, it will serve to
strengthen the overall financial management and planning efforts of the
government.
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Additionally, throughout the City, fees are lower than market and services
are being provided at a cost less than the cost of providing the service
(resulting in a City General Fund subsidy). This is acceptable when
accomplished under a prescribed and formalized policy from the Council
(such as, for example, all recreation programs must recover 80% of their
costs).

This report details the need to establish clear policies for cost recovery
and ensure that fees and charges are adequately set to achieve the
stated policies for general fund services. In order to appropriately price
services to meet cost recovery policies it is important to understand the
cost of service. In many cases it is considered to be best practice to
develop a fee structure to fully recover the cost of providing the service.

Recommendation F7: Conduct a fee study. The scope
of work should cover all circumstances where the City has
established a fee that attaches to a government service
funded by the General Fund. In circumstances where fee
studies have been completed recently for individual
government services, staff should bring forward
recommendations for implementation to their
Commissioners for forwarding to Council for approval.

Other Corporate Issues

The Charter requires the position of Citizens Advocate to serve as an
Ombudsman and provide the citizens with an independent representative
in government to investigate citizen complaints and disclose irregularities
and abuses. The position and “office” were created with the adoption of
the Charter in 1974 in a very different technological and service
environment than exists in 2007. This type of position serves to ensure
guality control at the “end” of the process, much as manufacturing was
accomplished decades before “quality improvement” sought to ensure
guality at every step, not just at the end of the production line.

Today the Citizens Advocate serves as a customer service call taker who
addresses the concerns of residents by facilitating service delivery,
educating them about City policies and procedures, and sometimes
enlightening City departments when service quality has disappointed the
resident. This function is essentially a duplication of the City’s Lex-Call
procedure and is no longer necessary. The original intent of a Citizens
Advocate was laudable, but clearly times have changed; the function can
and should be provided throughout the organization, supported by the
City's Lex-Call system when there is a breakdown.

Recommendation F8: Eliminate the Citizens Advocate
position.
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Branding
As is common in many large agencies, over the years departments and

divisions throughout the organization have developed newsletters,
letterhead, business cards, and web pages that vary in appearance and
message. This is usually done to improve appearances or
communication, where the City-wide process for doing so is not working.
While efficiency is gained, the result is the lack of a consistent “brand”
which ties all departments and divisions together as part of an integrated
City government.

In addition, the merger of Lexington and Fayette County in 1974 created
a formal, but somewhat cumbersome, legal name for the City -
Lexington-Fayette Urban County Government. As so often happens in
government, a long name falls victim to acronym soup, and “LFUCG” is
commonly used to refer to the government — downtown buildings even
have awnings with this acronym on them. While Lexingtonians may be
aware of what “LFUCG” is, the City has an international audience for the
upcoming equestrian games. Frankly, “LFUCG” does not portray the
image of this progressive and contemporary community to the world.
Lexington needs a brand and a name fitting of its international appeal,
one that is used consistently by the entire government.

While the concern may seem minor to each department and division,
changing employment demographics have resulted in a tighter job market
and the use of consistent “branding” by public employers has been
proven to attract applicants. Similarly, customers of the government’s
services need to understand that these are Lexington government
services. The organization needs to determine how it wants prospective
employees and residents to view it and to portray this in some way
throughout all of its operations in a consistent manner. The government
is, indeed, one organization and should portray itself in this manner while
recognizing and touting the broad array of programs and services
provided.

Recommendation F9: Define a Lexington brand and
incorporate that brand into government publications,
documents, and programs. To implement this
recommendation, the government should obtain the
services of public relations professionals who are
experienced in the art of branding. Once the branding
concept is developed and a new logo is designed, every
unit and dimension of the Lexington government should be
required to adhere to it.

Recommendation F10: Redesign the government's
website so that each department and division uses the
common web design and format consistent with the
branding initiative. While the core layout of the website
should be consistent throughout the government, special
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attention should be given to divisions with programmatic
marketing needs.

Recommendation F11: Develop a standard letterhead
and business card format for the government that is
consistent with the branding initiative.
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G. DEPARTMENT OF FINANCE AND ADMINISTRATION

The Commissioner of Finance and Administration is appointed by the
Mayor and manages this department of 114.5 FTEs working in the
following five divisions and as shown in Figure G1 below, plus
administration which is part of the commissioner’s office.

= Accounting

= Central Purchasing

= Revenue

= Community Development
=  Human Resources

FIGURE G1: DEPARTMENT OF FINANCE AND ADMINISTRATION CURRENT ORGANIZATIONAL STRUCTURE

Department of Finance and
Administration
Commissioner

Administration

Division of Division of Central Division of CD(I)\;;SrI:tTn?t; Division of Human
Accounting Purchasing Revenue Development Resources
L—l A 1 A
General Accounting General Purchasing| — Complnange and | | Grant Appllcatlon < General Services
Audit Review
Accounts Payable — Rever!ue | | Grant Cor_npllance I Total Rewards
Collections Review
LI Revenqe |1 Housnng Rehab. |1 ER/Training
Processing and Finance
| | Grant Compllance |1 HRIS
Inspections
— Recruitment

Management Partners, Inc. Department of Finance and Administration - 43



Lexington-Fayette Urban County Government
Organization Review

The Department has a total FY08 budget of $8.9 million, $7.1 million of
which is salary and benefits.

Management Partners offers the following recommendations for the
Department of Finance and Administration.

Administration

The commissioners’ office provides administrative support and
management oversight for the department and is responsible for several
key duties, including:

= Management oversight of the department

* Implementation of PeopleSoft modules

= Providing quarterly reports, long-range forecasts and capital
planning for the Sanitary Sewer Fund, Landfill Fund, Expansion
Area Fund, and Parking Authority

*= Monitoring investments

= Managing banking relationships

= Cash management

= Performing the annual financial audit

» Fund management and administration for the Police and Fire
Pension Fund

= Managing Police and Fire Pension Fund investment advisors

= Bond issuance and debt management

= Preparing the statistical abstract for the City’ Combined Annual
Financial Report

The Finance Division consists of five FTEs and has a budget of $711,000,
with 66.5% of that spent on salaries and benefits.

The following findings and recommendations apply to the Finance
Administration Division.

Cash Management

The City’'s Treasury function has not enjoyed the benefit of technology
support. The philosophy for investing idle funds has been weighted
toward safety rather than for return in the form of greater interest rates.
As a result, the method used to invest idle funds has been to sweep
accounts at day’s end into an overnight repurchase investment account
with the institution that enjoys the banking contract with the City at the
time.

The result is a lack of historical trend data regarding cash requirements
which, in turn, makes it difficult to program the length of investments. All
investments are currently restricted to overnight durations. To date, the
STARS Cash Management Module has not been implemented. This
module will track and project daily cash requirements based on historical
operations and programmed formulas. For example, it will link the
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accounts payable activity to a cash requirement formula to project how
much cash is needed and when it is needed. It will also analyze capital
budget project schedules to anticipate when cash is needed. The
purpose of the cash management module is to optimize income from
investments while making sure that there is enough ready cash in
appropriate bank accounts for creditors to receive timely payment.

There is currently no ability to project cash needs for seven to 30 days or
longer. Cash management tracking is all done manually. Consequently,
there is no ability to invest idle funds for a longer term to generate better
financial returns. Since Lexington is now capable of issuing longer term
debt instruments and is working on a true long term capital improvement
plan, the ability to maximize a safe return on idle cash becomes more
important. Interest income is projected to be less than $1 million on
revenue in excess of $250 million, which is less than one-half of one
percent, an unacceptable rate of return. See Table G1 below.

TABLE G1: INTEREST EARNINGS COMPARED TO GENERAL SERVICES FUND REVENUE

FY 2005 FY 2006 FY 2007
Actual Budget Estimated
Interest Earnings $334,948 $200,000 $920,000

Total Revenue $233,155,357 | $240,612,690 | $251,896,680

Earning Rate 0.0014% 0.0008% 0.0037%

Recommendation G1: Develop a plan and timetable for
implementing the STARS cash management software.

Recommendation G2: Implement cash management
planning for appropriate time intervals up to, and
including, one year.

Recommendation G3: Establish a target for interest
earnings on idle cash based on money market
conditions. Providing for a more rigorous cash
management function should result in an increase in
interest earnings.

Streamline the Organization Structure

The organizational structure of the department can be streamlined. A
number of organizational reporting relationship modifications can be
made to improve efficiency and effectiveness.

The recommended reorganization of the Risk Management Division of the
Law Department will have an impact on the Finance Department. The
safety training function of risk management is recommended for transfer

Management Partners, Inc.

Department of Finance and Administration - 45



Lexington-Fayette Urban County Government

Organization Review

to the Human Resources Division, to be consolidated there with other
governmental training responsibilities. Risk management administration,
which includes loss control and the accounting and audit functions of risk
management, is recommended to be transferred to the Finance
Department .

Recommendation G4: Transfer employee safety
training duties from the Risk Management Division to
Human Resources. For more details, see the “Law
Department” section of this report.

Recommendation G5: Transfer the Risk Management
Division administration and loss control management
programs to the Finance Department. For more details,
see the “Law Department” section of this report.

Risk Management Division Position Transfers

The positions transferred to the Risk Finance Department to implement
the transfer of risk management operations from the Law Department are
shown in Table G2 below.

TABLE G2: RECOMMENDED RISK MANAGEMENT PERSONNEL CHANGES

Transferred to Finance Department
Risk Management Division Transfer From

Risk Manager Director Law Risk Management
Safety and Loss Risk Manager Law Risk Management
Industrial Hygienist/Loss Control Law Risk Management
Specialist (2)

Administrative Specialist Law Risk Management
Staff Assistant Law Risk Management

With the addition of the Risk Management Division, there is a need to
restructure the organization to reduce the number of Direct Reports to the
Finance Commissioner. There are some specific functions including fund
management for police and fire pension funds and the cash management
functions which would be more optimally located in the Accounting
division.

Recommendation G6: Transfer the Financial and
Investment Analyst and the Financial Management
Administrator positions to the Accounting Division.

The Division of Community Development of the Finance Department is
responsible for grants management and administration, sub-recipient
monitoring, and the homeowner rehab program. Lexington can realize
cost savings and cycle time reductions without losing quality of service by
phasing out this division and transferring certain responsibilities to other
organizational units.
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The City can decentralize grants management and administration to
operating departments as detailed later in this section of the report. This
will save the cost of the two positions needed for centralizing grants
management and administration.

Grants accounting/auditing and sub-recipient monitoring responsibilities
and the four positions currently performing these tasks can be transferred
to the Accounting Division.

Homeowner Rehabilitation and Finance Program responsibilities can be
outsourced and transferred for greater efficiency. Applicant qualification
responsibilities should be considered for outsourcing to a community
housing development corporation. Successful outsourcing would allow
elimination of the three positions currently carrying out applicant
gualification. If outsourcing is not feasible, the three positions responsible
for applicant qualification should be transferred to the Accounting Division
of the department. The five positions in the program responsible for
inspection services and code enforcement should be transferred to the
Code Enforcement Division of the Public Safety Department. This would
result in better efficiency and more consistent application of the code
across all code enforcement activities in the government.

Specific recommendations for transferring certain responsibilities of the
Community Development Division are covered in detail in the “Division of
Community Development” section of this report.

Figure G2 below shows the proposed new organizational chart for the
Department of Finance and Administration.

Management Partners, Inc.

Department of Finance and Administration - 47



Lexington-Fayette Urban County Government
Organization Review

FIGURE G2: DEPARTMENT OF FINANCE AND ADMINISTRATION RECOMMENDED ORGANIZATIONAL

STRUCTURE
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Division of Accounting

The Division of Accounting provides accounting services for the City and
has the following primary responsibilities:

Journal entries

Fixed asset accounting and management
General ledger maintenance and monitoring
Grants accounting

Monthly account reconciliation

Capital project accounting for bond issues
Interest income tracking

Implementing PeopleSoft modules
Accounts payable

Payroll

Maintaining the chart of accounts

The Accounting Division consists of 11 FTEs and has a budget of
$794,020, with 96% of that spent on salaries and benefits.

The following findings and recommendations apply to the Division of
Accounting.

Budget Control Policies

Interviews with staff members show that problems arise due to the level
of control in the STARS budgeting module. The STARS module controls
expenditures down to the fifth level, while the City’s appropriations policy
only requires controls to the third level.

Expenditures are coded for tracking purposes. In Lexington, expenditure
coding includes tracking for the organizational unit that is making the
expenditure and what the expenditure is for (object of expenditure).
Organizational coding for expenditures is tracked for department, division
and program, three levels of organization. Object of expenditure is coded
for major classification and minor classification — two levels of expense.
For example, a major classification might be “Goods and Services” and
minor classification within that major classification might be “Office
Supplies”. When Council appropriates funds, the appropriation is made
to the division level of organization and the major object of expenditure
class within each division. Budgets are prepared down to program and
minor classification levels — the fifth level - and coded accordingly in the
STARS system. This is a good practice and is ultimately necessary for
accurately determining true program costs. However, the STARS system
treats this budgeting practice as if it were also the policy for controlling
appropriations. As a result, whenever a minor expenditure at the program
level exceeds the budgeted amount, the STARS system rejects the
expenditure and staff of the Accounting Division, Budget Division and the
division making the expenditure must all collaborate to make appropriate
adjustments to permit the expenditure. In other words, expenditures are
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controlled at a much more detailed level than is required by law or best
practice. Best practice controls daily expenditures at the same level as
appropriation policy while tracking expenditures to the program and minor
classification levels.

Because of this, a workaround has been created. When a journal entry for
a purchase exceeds the fifth level “budget” amount, the journal entry is
rejected until the Budget Office transfers funds into the system to allow it
to accept the journal entry. Some journal entries are also rejected
because of a “match exception” error, e.g., coding errors on the journal
entry. Staff estimate approximately 20 exceptions per month with the
number growing as the fiscal year-end approaches and budgets get
tighter.

This has an impact on the ability of staff to meet deadlines. While the
target completion date for the CAFR last fiscal year was October 31, it
was not completed until December 31. The CAFR for the current fiscal
year has also missed the completion target date and the Finance
Commissioner cannot provide accurate information on carry-forward
balances until all accounts are reconciled. This is a frustration to the
Council and Mayor who want to know what the carry forward balance is.

At the time of interviews for this review on August 7" 2007, bank account
reconciliations for June were not completed; most best practice cities
have targets for monthly close within 10 days after end of the month.
Overtime is utilized in order to allow staff to catch up; the supervisor had
exceeded budgeted overtime of 80 hours by the end of June.

By November, based upon discussions for this review, City staff had
taken appropriate steps to conform STARS and working budget control
practices to match the City’s appropriations policy. While the City should
continue to track expenditures to the fifth level, they should not exercise
budgetary control at that level.

Additional measures should be implemented to reduce data entry errors
further reducing workload associated with general ledger tasks. The most
effective step would be to build in control parameters for account coding
at the point of initial data entry. This should reduce the match exception
errors that require correction by the general accounting staff.

Recommendation G7: Develop methods to reduce
coding errors for STARS journal entries. By improving
guality of data entry, the City can reduce errors and labor
hours needed to process journal entries with the goal to
produce the CAFR and monthly bank reconciliations on
time.
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STARS Project Module

Technology is a considerable weakness for financial operations. Much
work for grants and capital projects accounting is performed on an old
software system. As a result, completing required reports for grants
accounting to finish the “single audit” must be done manually, slowing
down the process. This also makes it a problem to keep capital projects
and fixed asset information current to comply with Governmental
Accounting Standards Board Statement 34 (GASB 34) requirements.

To date, the projects module for the STARS system has not been
installed. The STARS projects module will provide the backbone system
for accounting for grants and capital improvement projects. Because of
problems with the STARS system, planning/timing for implementing the
projects module has not yet begun.

Recommendation G8: Develop a plan to implement an
appropriate system to account for grants and capital
projects. The labor required to complete the single audit
for grants and account for capital projects would be
reduced. Meeting GASB 34 requirements for fixed asset
accounting will be automated.

Division of Central Purchasing

The Division of Central Purchasing procures commodities and services
for Lexington agencies. The division consists of eight FTEs and has a
budget of $508,650, with 96% of that spent on salaries and benefits.

Table G3 below shows current purchasing requirements in the City.

TABLE G3: CURRENT PURCHASING REQUIREMENTS

Purchase Type Threshold Method
Commodity Less than $1,000 Use existing contract or purchase
anywhere
$1,000-$4,999 Purchasing agency gets three verbal

guotes, one of which must be from
minority vendor

$5,000 and up Purchasing Division prepares
specification and holds formal bid
process including bid opening

Service Less than $25,000 Formal RFP process with selection

based on seven articulated criteria
through a selection committee

$25,000 and up Same formal RFP process as above,
Council approval mandatory
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In FY 2007, the division processed over 20,000 purchase orders. Of
these, almost three-quarters (73%) were for items or services costing
under $1,000, 17% were for items or services costing $1,000-$4,999, and
the remainder were for items or services costing $5,000 and up.

Process maps for purchasing commodities and professional services
were prepared as an element of this review, and are included as
Attachments G-1. The recommendations made below resulted from an
analysis of the current processes as well as applying best practices
implemented in other jurisdictions.

Contract Authorization

Currently, Lexington must approve all contracts by separate ordinances
even though the approved budget includes funding for the activity to
which the contract applies. Approving a separate contract after adopting
the budget that has authorized the activity is not the optimum use of the
legislative body’s time and serves to unnecessarily prolong its meetings.
Many jurisdictions include language in their budget ordinance that
authorizes executing contracts for which funding has been included in the
adopted budget without further review or action by its City Council.
Including similar language in Lexington’s budget ordinance would
streamline the contracting process and free up time for the legislative
body for other non-routine matters and reduce the administrative time
required to prepare separate ordinances and cover reports for each
contract. This would also allow attorneys in the Law Department to spend
more time on other non-routine matters.

Recommendation G9: Eliminate duplication of effort in
the contracting process by including appropriate
language for contract authorization in the budget
adoption ordinance.

Procurement Cards

As noted earlier, in FYQ7 the Purchasing Division processed over 20,000
purchase orders. Over three-quarters of these (14,700) were for items
less than $1,000. According to City rules, items less than $1,000 may be
purchased anywhere or by using an existing contract.

Lexington employees report that they often must make small purchases
of an immediate nature using their own funds or credit cards. They furnish
a receipt and the Finance Department manually cuts a check for
reimbursement to the employee. Finance Department staff estimate that
this happens about twenty times a month. The manual nature of this
process is labor intensive and, since it occurs outside of normal accounts
payable processing, also requires manual account reconciliation. The
process to close purchase orders at month-end is backlogged and, by
staff estimate, purchase order processing time has doubled because the
STARS system requires more data input. Using a procurement card
instead of the employee’s credit card or cash for such immediate
purchase requirements would eliminate all manual processing.
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Recommendation G10: Develop and implement a
procurement card protocol for commodities costing
less than $1,000. Nearly 75% of purchase order
processing volume could be eliminated by implementing a
procurement card protocol, resulting in sizeable labor
savings. Since items under $1,000 can be purchased
anywhere or using an existing contract, processing a
purchase order for such items is not a value added activity
for either the originating agency/purchaser or the
Purchasing Division. Commaodities can be purchased much
more quickly as a purchase order would no longer be
necessary.

Reverse Auctions

The City uses a standard formal bid system that has been used for
decades. According to legal requirements, written bids must be submitted
and those bids are opened at the same time and same place and are the
final bids allowed to be considered; the lowest bid meeting the City’'s
specifications is awarded the contract.

Many jurisdictions have implemented an approach to commodities
purchasing known as a reverse auction. Reverse auctions are managed
through an automated on-line bidding process. Potential vendors use the
usual media outlets to become aware of opportunities to bid on supplying
commodities. However, instead of submitting a sealed bid to be opened
at a given date and time, vendors submit their bids electronically. The
bids all appear on a designated internet site for all vendors to see the
results. Vendors are then given a time-frame, usually in minutes, to
reconsider their initial bid and to submit a new bid that is lower in price
than the initial lowest bid. If a new lowest bid is achieved, the process is
repeated until the ultimate lowest bid is determined by all vendors not
reconsidering their latest bid. The process essentially uses the internet to
have vendors bid against one another for business.

Professional services or construction projects usually do not lend
themselves to using the reverse auction system, but nearly any
commodity purchase can be made using this new system. Jurisdictions
that have implemented reverse auction purchasing have noted that the
normal experience is that the initial lowest bid submitted is not the
ultimate bid that wins the contract.

The Purchasing Division has software that could manage the reverse
auction process. Work is underway to create a bridge from the bidders file
currently in use to the STARS purchasing module. This would facilitate
implementing a reverse auction system.
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Recommendation G11: Develop and implement a
reverse auction for purchasing appropriate
commodities and services. Jurisdictions that have
implemented reverse auction bidding policy have
documented substantial savings using such a system.

Formal Bid Thresholds

The threshold requiring formal bids for purchase of commodities is quite
low. According to the current policy, purchases of $1,000 to $4,999
require three verbal quotes, including one minority vendor, with award
made to the lowest bidder who meets the City’s specifications.

The use of formal quotes makes sense and was put in place to protect
vendors from potential extortion or favoritism attempts. Formal bids can
allow local governments to easily compare between vendors. However,
formal quotes and bid openings also add staff labor and cycle time to the
purchasing process. Many jurisdictions have a $10,000 threshold for
formal quotes and bid openings, which is double that of Lexington.

Recommendation G12: Increase the formal quote and
bid opening threshold from $5,000 to $10,000. This
change will reduce purchasing cycle time and result in
labor savings for the Purchasing Division.

Division of Revenue

The Division of Revenue provides several collection and treasury services
for the City and has the following primary responsibilities:

e Administer, enforce and collect Occupational License Tax
Business Net Profits Tax

Payroll Tax

Register new businesses

o0 Identify unlicensed businesses

e Monitor quarterly Insurance Premium Tax receipts from
Commonwealth

e Monitor Alcohol Beverage License renewals and all business
license renewals

e Monitor monthly receipts of Sanitary Sewer Fund user fees
collected by private vendor

e Monitor monthly receipts of Landfill user fees collected by private
vendor

e Process hotel-motel tax receipts

e Process park and recreation fees

e Set up commercial accounts for landfill users
o Prepare property tax bills for the County Clerk

o O O
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e Monitor property tax collections for General Services District and
Urban Services District

e Process utilities franchise fee collections

¢ Manage private vendor collections of emergency medical services
billing
e Administer and collect construction dumping fees

The Division of Revenue consists of 37 FTEs and has a budget of
$2,619,050 with 83% of that spent on salaries and benefits. The division
processes $380 million in annual revenues, $242 million for the General
Fund and $138 million for other funds.

The Division of Revenue oversees 40,000 accounts for the occupational
license tax, which is 2.25% on net business profits and wages of
employees. The division is proactive and ensures that every business
claiming a tax refund is automatically audited using the Federal IRS
matching program, resulting in roughly 5,000 audits per year. An
insurance premium tax of 5% paid on health, casualty, life, auto and
marine policy premiums is paid by the policy issuer and administered by
the Commonwealth.

The division collects revenues from 96,000 Sewer Fund accounts, with
income of roughly $2 million per month and a 99% collection rate.
Similarly, the division collects revenues from 74,000 Landfill Fund
accounts with income of roughly $360,000 per month and a 98%
collection rate.

The following findings and recommendations apply to the Division of
Revenue.

Collections Vacancies

The Compliance and Audit section with the Division of Revenue is
responsible for following up on unpaid accounts and performing random
audits. In the past, the Division of Revenue was not allowed to fill five
vacant positions in the Compliance and Audit section.

In FY 2006 the average collection per analyst was $280,000. If the
average cost per analyst is $60,000 for salary and benefits, each analyst
in 2006 resulted in a “profit” of $220,000.

While total license fee collections increased 6% from FY05 to FY06 and is
expected to increase another 5% from FY06 to FYO07, revenue from audit
and compliance efforts has decreased by 17% over the past year.

The City has recently authorized the filling of the five vacant positions in
the Compliance and Audit section, based on discussions with
Management Partners project staff during the course of the study.
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It is apparent that positions in this section are generating revenue in
excess of their cost, as detailed above. Given this circumstance, the City
should also add positions to this section to maximize revenue collections.
Compliance and Audit staff positions should be added at the rate of four
per year until the marginal revenue per analyst is equal to the marginal
cost per analyst. In other words, if the cost per analyst is $60,000 per
year and the additional revenue realized by adding an analyst is $60,000
staffing and revenue collection would be optimized.

Recommendation G13: Add additional analysts to the
Audit and Compliance Section of the Revenue Division
at the rate of up to four per year until marginal revenue
equals marginal cost.

New positions recommended for addition to the Revenue Division to
implement this recommendation are shown in Table G4 below.

TABLE G4: REVENUE DIvISION NEW POSITIONS COST

Position FY 2008 Cost | Benefits Rate Total
Revenue Compliance Auditor (4) $166,676 38.08% | $230,140
Total $166,676 38.08% | $230,140
Parking

As with most metropolitan agencies, the City owns a number of parking
lots and parking garages that are paid for primarily with user fees.
However, not all costs are covered by fee revenue and the General Fund
currently provides a subsidy of $793,000 per year.

In 2006, the City established a Parking Authority to be responsible for
management of its parking operations. Table G3 below details the
Parking Authority’s function, powers, and responsibilities as originally
conceived.

TABLE G3: PARKING AUTHORITY FUNCTIONS, POWERS, AND RESPONSIBILITIES

Functions

» Strategic planning and management

= Operation of revenue-generating garages

= Parking meter operations

» Parking fines / enforcement — towing, ticketing, public education
= Loading zones & special permit parking, including parking signage
= Residential parking permit areas

» Determining the need and placement of new facilities
= Economic development team member

* Bonding Authority — initiate new bond projects
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Powers

Garages Included

Garages Not
Included

Parking Meters

Acquire, own, and finance new facilities

Plan, design, and locate parking facilities

Power to make contracts

Hire and maintain staff

Acquire property or air rights, dispose of property, lease / manage property
Contract for management of facilities

Borrow funds / accept grants / pledge revenues

Initiate bonds to finance projects

Request Lexington to levy dedicated tax

Lexington Annex Garage — 162 East Main Street — 380 spaces

Transit Center Garage — 129-151,169-201 East High Street — 777 spaces
Victorian Square Garage — 350 West Short Street — 378 spaces

Phoenix Parking Structure — 151 East Vine Street — 152 spaces
Government Center Garage — Employee parking only

Courthouse Garage — Shared obligation with the Administrative Office of
the Courts (AOC)

1,090 total meters — Central Business District, University Area, near
downtown areas

Since creation of the authority, three parking garages were determined to
require significant capital investment and one has been partially
closed. The City subsequently decided not to transfer responsibility for
parking garages to the authority. At this point the authority will only be
responsible for on-street parking operations.

In many jurisdictions, parking is self-supporting or privately provided. An
objective of the new parking authority or the City, if it retains the
responsibility, should be to develop a plan, including selling unprofitable
assets for eliminating the General Fund subsidy and operating Parking as
an enterprise fund.

Recommendation G14: Develop a plan to eliminate or
reduce the General Fund parking subsidy. Over the
long-term, the City should eliminate $900,000 of General
Fund expense.

Occupational License Tax (OLT) Accounts

The Division of Revenue is responsible for the administration and
enforcement of the City’'s OLT accounts. While the Revenue Division
attempted to use the STARS module in its OLT administration and
enforcement activities, it was not designed for such activity and the
experiment did not work. The division has since reverted to its older
mainframe system that is limited in its ability to provide enforcement
information and which does not provide a report that indicates
unpaid/delinquent net business profit occupational license tax accounts.
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In an effort to resolve this problem, the division is working with a Kentucky
software company to develop OLT software for use by Kentucky
jurisdictions. Unfortunately, this software is probably two years away from
being available.

Due to the City's current lack of OLT data, the only way to check for
delinquent/unpaid net business profit accounts would be to run a list of
previous years’ payers and a list of current year payers and compare the
two. Since the mainframe system is a legacy system, it would seem a
worthwhile endeavor to write a program that compares the net business
profit OLT accounts for each of the previous three years to the current
year’s payers list to identify accounts no longer paying. This would
provide a list of accounts to investigate for in-depth auditing and likely
result in new revenues to the City.

Because of the lack of data showing who paid last year but did not pay
this year, it is difficult to prove there is a problem. However, the inability to
produce such data is evidence of an information gap of data that should
be available to guide auditing triage protocols.

Recommendation G15: Develop a report showing
occupational license tax (OLT) accounts that have
stopped paying in the last three years. While the actual
financial impact is unknown (because the true scope of the
problem is unknown), implementing this recommendation
should generate new revenues for the City.

The Collections Process

One of the primary functions of the Division of Revenue is to collect
amounts due to the City. When an account is determined to be delinquent
or unpaid, the Compliance staff sends a letter demanding payment in 30
days. A copy of the letter is placed in a suspense file 45 days from the
sent date to check for payment. If the account remains delinquent/unpaid
at that point, a second letter is sent and the routine repeats itself. If the
account still remains unpaid, a third letter is sent and the routine is
repeated. If payment is not received after three letters with waiting
periods (representing over 100 days of cycle time), the account is turned
over to the Collections section of the division for action. The process is
depicted in a process map included as Attachment G-2 to this report. The
Collections section will send at least one additional letter and may make
phone calls to generate payment. Collections has no established practice
or policy for its routine but proceeds on a “case by case” basis.

This collections process results in unnecessary expense to the City, both
in terms of labor cost and lost interest income, and has too long a cycle
time. The City’s collection process should be streamlined.

Recommendation G16: Establish a practice of sending
one demand letter for delinquent/unpaid accounts
before sending the account to Collections. This
recommendation must be coordinated with
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recommendations 135 through 139 which recommend a
triage process before collections are sent to the Law
Department and suggests referring some items directly to
a collection agency. Implementing this recommendation
will reduce audit and compliance costs and should
increase the speed of collections.

In the past, Lexington collected OLT payments on behalf of the School
Board and would remit the collections. The fee charged by the City to the
School Board for this service was $200,000. Due to a dispute concerning
the remittance of partial payments, the School Board decided to collect its
own OLT payments.

In retrospect, this is clearly a duplication of effort that is costing City and
school district taxpayers’ needless expense. When the City collects and
enforces for its own purposes, there would be no additional effort to
collect and enforce for the School Board as was previously done. Not only
is duplicating collections in two entities more expensive, but OLT filers
have to duplicate their efforts, remitting to two different jurisdictions,
submitting duplicated forms/returns.

Recommendation G17: Initiate discussions with the
School Board to resume collecting the OLT on its own
behalf. Implementation of this recommendation would
result in $200,000 in additional revenue to the City with no
additional costs and an unknown reduction in costs to the
school district resulting from the difference between the
costs of collection staff and the annual payment for service
to the City.

Landfill Billing

The Revenue Division oversees collection of the user fees for the
Sanitary Sewer Fund and the Landfill Fund. The Sanitary Sewer Fund
user fees and the Landfill Fund user fees are established by ordinance
and the majority of the bills are calculated automatically as an element of
the billing process administered by the private water company. Included
on the water bill are sewer user fee charges and the majority of landfill
user fee charges for individual containers (Herbies).

The Revenue Division sends out bills for approximately 3,000 dumpster
accounts in the County. Dumpster containers are rented from private
refuse companies; however, the servicing of the dumpsters is the
responsibility of the Division of Solid Waste. Unfortunately, most
guestions occur when there is some change to the service basis and such
changes are processed by the staff in the Solid Waste Division, not staff
in the Division of Revenue who are collecting the payments. Customers
assume that because the payment is remitted to the Division of Revenue,
that it is the appropriate place to direct questions about the bill. When
such questions are received, they must then be transferred to the
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operating division, potentially giving the caller the feeling of being
“bounced around” in the system.

Recommendation G18: Include phone numbers on
bills for Lexcall and/or Division of Solid Waste for
questions on Landfill user fees for dumpster service.

Recommendation G19: Train staff in Lexcall and the
Solid Waste Division to handle customer complaints
about dumpster service.

Implementing these recommendations will improve customer service to
Lexington residents and result in a productivity improvement for Revenue
Division staff by reducing the number of phone calls to that staff.

Division of Community Development

The Division of Community Development provides centralized grant
management and Community Development Block Grants (CDBG)
administration for the City; it has the following primary responsibilities:

Review grant applications for appropriateness and quality

Develop sub-recipient grant agreements and monitor sub-
recipient performance

Develop inventory of grant opportunities

Prepare grant application authorization legislation for Council
approval

Itemize grant compliance requirements

Prepare grant progress reports

Prepare grant budget amendments

Administer Community Development Block Grant, HOME
Block Grant, Emergency Shelter Grant, Department of Justice
Block Grant, Homeland Security Grant, ICTEA Grant,
Department of Agriculture Lunch and Child Care Grant,
Housing Opportunities for Persons with AIDS Grant, and
HOPE VI program

Prepare the A-85 compliance plan for the Kentucky State
Clearinghouse

Assure compliance with Department of Housing and Urban
Development environmental and prevailing wage requirements

Administer Homeowner Rehab program

Administer First-time Homebuyer program

Provide housing quality standards inspection for relocation
actions

Provide annual code inspections for Community Housing
Development Organization housing projects
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= Provide annual housing quality standards inspections for
Bluegrass Mental Health/Retardation residential units

= Administer Neighborhood Match Action Grant program
= Manage grant close-out activities
= Manage Single Audit process for grants

= Direct preparation of Consolidated Plan and document
Continuum of Care effort

The Division of Community Development consists of 17 FTEs and has a
budget of $917,330 with 72% of that spent on salaries and benefits.

The division administers $2.2 million in annual CDBG and $1.4 million in
annual HOME Block grants from the Federal Government. The
Neighborhood Match Action Grant provides a maximum $10,000 grant on
a one-to-one match for projects sponsored by registered neighborhood
organizations.

Most grants are not charged for indirect costs nor are indirect costs used
as part of the matching requirement. The City has a policy in place that if
a grant match is required, the applying agency must show the source of
the match and it must be in cash. To date, the City has never had to
return grant funds based upon adverse audit findings.

Grants Administration

One of the responsibilities of the Community Development Division is to
review grant applications and make recommendations to the Mayor and
Council regarding authorizing submission of the application. If a grant is
approved, the Community Development Division also reviews all
requested expenditures from grant funds for approval.

Currently the City has over 150 different grants from the State and
Federal governments worth about $80 million. The grants application and
administration process is highly centralized. This centralization results in
a bottleneck that slows down program operations and the timely payment
of expenses. It is critically important for the Grants Administration to work
closely with operating agencies and provide efficient customer service to
the organization.

Recommendation G20: Prepare a grant administration
manual that details the policies, practices and
protocols for grants administration and operations and
distribute to all appropriate personnel. The manual
should clarify roles and responsibilities of the grants
administration and operating agencies, as well as provide
clear guidelines on timelines, etc.

Recommendation G21: Provide grants administration
training to agency personnel.

Management Partners, Inc. Department of Finance and Administration - 61



Lexington-Fayette Urban County Government

Organization Review

The Community Development Division also administers entitlement
grants including the Community Development Block Grant, the HOME
program and the Emergency Shelter Grant program. However, phasing
out the Division of Community Development will not end the responsibility
for administering entitlement grants.

The City will receive the following entitlement funds in 2007:

= Community Development Block Grant - $2,121,518
» HOME Grant - $1,385,252
= Emergency Shelter Grant - $91,800

Each of these grants is currently administered by staff of the Division of
Community Development. Most funds are contracted to third party non-
profit Community Housing Development Organizations (CHDO) for actual
provision of service through sub-recipient agreements prepared and
monitored by Community Development staff.

Homeowner Rehabilitation Program

The Homeowner Rehabilitation Program, using funds from the
Community Development Block Grant, provides loans to homeowners
below 80% of median area income. The program receives and reviews
applications from homeowners in the target market and qualifies the
applicants based on adopted loan underwriting policy and program
regulations. Code enforcement inspectors staffing the program prepare a
scope of work to be done to the home to bring it up to code, and inspect
the work being done to ensure code compliance. Once work has been
completed, loans are turned over to a servicing agent who is responsible
for monthly collections and accounting for income.

The Homeowner Rehabilitation Program is managed and administered
directly by staff of the Community Development Division. The division is
essentially a staff agency, not a line agency. The Homeowner
Rehabilitation Program is the only direct customer service program
operated by the division. Program overhead expense is likely to be
reduced by contracting applicant qualification services out to a community
housing development organization.

In addition to providing applicant qualification services, division staff also
do the code enforcement duties associated with the program. The code
enforcement staff also provides housing inspection services for other
housing programs provided under the auspices of federal and state
grants and the work is essentially the same as code enforcement work
carried out by the Code Enforcement Division of the Department of Public
Safety. Overhead expense savings and operating efficiencies might be
realized by transferring code enforcement positions from the Community
Development Division to the Code Enforcement Division of the
Department of Public Safety.

The Homeowner Rehabilitation Program currently contracts for loan
servicing (collections, defaults, etc.) with a private vendor.
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There is no real “problem” with the way the program operates currently;
rather, there is an opportunity to realize economies of scale by
outsourcing program operations, just as has been already done with the
loan servicing aspect of the program. All of the functions of this division
can be performed by other organizational units within the City such as the
Code Enforcement Unit in Public Safety and the Accounting Division
within the Finance Department.

Recommendation G22: Develop a request for proposal
to outsource provision of the Homeowner
Rehabilitation Program.

Recommendation G23: Select a third-party sub-
recipient to operate the Homeowner Rehabilitation
Program.

Recommendation G24: Transfer  sub-recipient
monitoring of the Homeowner Rehabilitation Program
to the Finance Department Accounting Division. After
the Department of Social Services has completed its
community needs assessment, and depending on the
results of that assessment, evaluate the benefits of
transferring sub-recipient monitoring for the Homeowner
Rehabilitation Program to that department.

Recommendation G25: Transfer code enforcement
staff in the Community Development Division, along
with their current responsibilities, to the Code
Enforcement Division of the Public Safety Department.

Implementation of these recommendations will result in a potential
reduction of program overhead costs and the elimination of three FTE
positions that manage the applicant qualification and loan origination
process.

The Community Development Division administers a Homeowner
Rehabilitation Loan Program that provides low interest loans to low
income homeowners. The Homeowner Rehabilitation Loan Program is
similar to other such programs managed by municipalities and funded
with federal block grants. Many agencies engaged in such programs have
found that they can generate a higher volume of loans by selling loans to
third party vendors such as Neighborhood Housing Service of America or
Fannie Mae, rather than holding loans in a portfolio and using the interest
earnings and loan repayments to generate additional loans. It is not
uncommon for an agency to receive seventy cents on the dollar for
performing loans. For example, if the program generates $100,000 of
loans and then sells those loans for seventy cents on the dollar, it would
immediately have another $70,000 of capital to lend again. Of that, if
$70,000 of new loans are then sold for seventy cents on the dollar, it
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would have $49,000 of additional loan capital for the Homeowner
Rehabilitation Program. So, instead of making only $100,000 in
rehabilitation loans, the program would be able to make $219,000 in
rehabilitation loans. The cost would be giving up the interest earnings
and loan repayments on the $219,000 to the agency that purchased the
loans. In addition, the program would not have to pay the loan servicing
fee of $102 per account per year to its private loan servicer, making
additional funds available for rehabilitation loans.

Recommendation  G26: Contact Neighborhood
Housing Services of America and Fannie Mae to
investigate the potential for selling homeowner
rehabilitation loans. The Homeowner Rehabilitation
Loan Program has a backlog of applicants each year,
indicating that there is more demand than there is money
to lend. Implementing this recommendation would increase
the volume of loans that could be generated each year for
use by Lexington’s residents.

Division of Human Resources

The Division of Human Resources provides personnel and benefits
administration for the City and has the following primary responsibilities:

e Hiring of employees

e Collective bargaining

e Training and development

o Employee relations

e Listing current position openings

¢ Benefits administration

¢ Administering health and life insurance

e Awards program

o Classification

e Compensation

e Uniform discipline policy

e Payroll and records

e Student internships

¢ Administering civil service programs established by the
government’s charter

The Division of Human Resources consists of 36.5 FTEs and has a
budget of $3,297,750 with 76% of that spent on salaries and benefits.

The following findings and recommendations apply to the Human
Resources function.
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The Hiring Process

Throughout this review, the sluggish hiring process was universally
criticized by management and employees in both focus groups and the
employee survey.

The Code of Ordinances and the Kentucky Revised Statutes (KRS) direct
how some of the HR process flows (requisition and certification,
recruitment, employee qualifications, applications, examinations, eligibility
lists and appointments) and require many different levels of approval. In
addition to the Code and KRS requirements, policies and procedures
internal to the Division of Human Resources contribute to a culture of
control and poor service to departments who are in fact customers of
Human Resources. Human Resources must focus on the duties and
responsibilities it carries out with an attitude of service and helpfulness
rather than control to facilitate better relations with the organization.

Recommendation G27: Develop customer service
standards and provide customer service training to
Human Resources staff.

Management Partners prepared a process map of the Hiring Process
(included as Attachment G-3) that established cycle times whenever
possible for the completion of the steps in the process. This process map
was then verified by the City’s Human Resources Division staff. When
added, the cycle times listed fall within the range of 4-6 months for
completion of the hiring process, from notification of vacancy until the new
hire begins work, an unacceptable length of time for such a process.
Based on our review of the hiring process, several opportunities for
improvement were noted.

An Attrition Committee was created as an adjunct to a former hiring
freeze to evaluate the necessity of filling vacant positions. All requests to
fill a vacant position are reviewed by the Attrition Committee. An Attrition
Committee review adds a minimum of two weeks to the process. Even if
the Attrition Committee approves filling a vacant position, an additional
review is conducted by the Mayor. What may be more problematic is that
if the Attrition Committee does not approve filling a vacancy, the Mayor’s
Office may be unaware of this fact and there could be an undesirable
impact on a priority program. The most effective policy for filling positions
is to utilize the budget process to designate positions that should not be
filled if they become vacant and to permit any such non-designated
positions to be filled following the normal review by the Mayor’'s Office.
The Attrition Committee is an unnecessary anachronism.

Recommendation G28: Eliminate the Attrition
Committee.

When a new position is authorized, or when job duties are changed for an
existing vacant position or an existing position is reclassified, the
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department or division with that position must complete a Position
Analysis Questionnaire (PAQ). The current questionnaire is
cumbersome, time-intensive and challenging for users to complete. Focus
group participants noted this issue. The Lexington Human Resources
Division has reported that they are currently making changes to the PAQ
to make it more user friendly.

Recommendation G29: Test the first draft of the
revised position analysis questionnaire on a selected
group of users to determine if it is indeed user friendly
before implementing it on a government-wide basis.

The International Public Management Association for Human Resources
benchmarking survey indicates that jurisdictions the size of Lexington
take an average of three months to fill a vacant position — approximately
one-half the City’s time. Given the tight labor market and competitive
nature required by employers to quickly “capture” the highest quality
employees before they go elsewhere, the City needs to streamline its
hiring process.

Recommendation G30: Revise the hiring process in
such a way that the cycle time to fill vacant positions
is two months. Management Partners prepared a
process map for the current hiring process (included as
Attachment G-3) and has identified a number of steps that
could be modified in order to reduce the cycle time to fill a
vacant position. Eliminating the Attrition Committee as
recommended earlier would reduce cycle time by two to
four weeks. Additional modifications that would reduce
the cycle time are explained in the next two
recommendations.

The current process requires that the Council approve each new hire by
name. This step adds no value to the process since approval is routine.
Requiring Council approval adds a minimum of two weeks to the hiring
process. When adopting the operating budget, the Council authorizes the
number of positions to be filled in each division. Approving the number of
positions is the critical authorizing action, not approving the specific
person to fill the authorized position.

Recommendation G31: Eliminate the requirement for
the Council to approve all new hires. This would save a
minimum of two weeks in the hiring process cycle time.

The process map indicated that preparation of interview questions occurs
sequentially following Civil Service approval of the eligibility list. While
approving interview questions provides an opportunity to prevent legal
difficulties with the selection process, it can also be seen by the
organization as an example of Human Resources exhibiting undue
control over the process. The review of questions should be done with an
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attitude of service and the questions shared with hiring managers in
advance of the process. With respect to process improvement, overall
process cycle time would be improved if the interview questions were
prepared and approved simultaneously to the initial testing process. This
is likely to save a minimum of two weeks in the hiring process cycle time.

Recommendation G32: Prepare and approve interview
guestions simultaneously with the initial testing
process.

Lexington’s legislative body must approve all personnel actions, such as
hiring or promoting specific persons, by ordinance. This requirement is
embodied in various ordinances that have been previously adopted. This
is not a best practice for legislative bodies since such personnel actions
are typically routine in nature and can be handled administratively rather
than by legislation. Repealing or amending the ordinances requiring
legislative approval of routine personnel actions would free up time for the
legislative body to focus on other issues of higher import. In addition, the
administrative time currently consumed preparing cover reports and
legislation for the Council agenda would be eliminated, freeing up staff
time for more important matters.

Recommendation G33: Repeal the requirement for
legislative approval of routine personnel actions.

By eliminating the Attrition Committee and the unnecessary step of
redundant Council approval, and preparing interview questions
simultaneous to test questions, the cycle time for filling vacant positions
could be reduced by six to eight weeks. A recommended process map
for the hiring process has been included as Attachment G-4.

Civil Service

The effective management of the personnel of Lexington cannot be
implemented under the current legislative framework. Limited flexibility in
the existing system makes it difficult to address the changing needs of the
City in a rapid-paced technological era. Our review has uncovered
processes mandated by existing legislation that are cumbersome,
unresponsive to administrative needs and timing, and not reflective of
best practices in personnel systems of local governments. In fact, the
Civil Service System that governs the personnel process in Lexington is
by far the most onerous Management Partners has experienced.

The City’s Civil Service System is governed by the Kentucky Revised
Statutes, the Lexington Charter, and ordinances. Many of the statutory
and charter provisions date from the early 1970s and reflect the needs
and processes of local governments of that time.

Chapter 67A of the Kentucky Revised Statutes sets forth the provisions
that govern merged city/county governments. The Lexington Charter,
including the state imposed civil service provisions (KRS 67A.210 -
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67A.350), was adopted as the comprehensive plan for the 1974 merger of
the City and County by a vote of the people and ordinances were enacted
to implement the comprehensive plan.

In 1987, the legislature exempted all other merged governments under
this statutory scheme from most of the civil service provisions of 67A,
leaving Lexington as the only entity in the state of Kentucky subject to
these statutes by virtue of both state statute and the Lexington Charter.

The Lexington Charter provides in Section 14.05 that the Charter may be
amended in a manner provided by general law for amending the charters
of urban county governments generally. The Charter further provides that
except as provided by the Charter, the Council shall have the power to
establish, delegate and otherwise provide for the operation and
administration of all policies pertaining to the employment, compensation
and fringe benefits of all employees of the merged government.

Heads of departments or executive units except the chief administrative
officer and executive department commissioners are included in the
classified civil service by definition.

Division directors and assistant division directors (such as the planning
director and parks and recreation director) exercise substantial amounts
of discretion and management authority. Hiring and retention procedures
for these positions would be strengthened if the system would include
additional hiring factors such as previous performance, accomplishments,
relevant experience, peer interview and assessment, and references for a
designated group of “executive service.”

The Human Resources department, as an executive unit of the City, is
charged with personnel matters, with all decisions of the unit subject to
change and control by the Civil Service Commission. KRS states that the
principle is that personnel policy should in the first instance be determined
by professional and trained personnel experts, but subject to the control
of the Commission. Lexington is further required to operate under the
state mandated Civil Service Commission which conducts examinations
and makes and enforces culture-fair rules not inconsistent with the KRS
provisions or government plan.

According to modern human resources principles, accountability for hiring
more appropriately rests at the executive level with the chief executive
officer (CEO) and HR director responsible for ensuring that appropriate
hiring practices are designed and implemented. Examples of this are
found in newer cities where the principles of merit and fithess, competitive
processes and evaluation of candidates skills are set forth in locally
legislated personnel policies administered by the executive personnel
department. The systems have structured classifications, salary
resolutions, appeals examinations and appointments based on
gualifications, but do not always follow the formal Civil Service
Commission structure. Adoption of a system to better meet hiring needs
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is inappropriately and rigidly constrained by the current statutory
structure.

The Civil Service Commission prescribes examinations when there are
vacant positions within the various departments and maintains an eligible
list of not less than five for each position.

The current system is reactive to actual vacancies rather than anticipatory
of likely turnover in certain classifications. Not starting the hiring process
until a vacancy actually occurs delays the process. Qualified pools of
candidates identified by periodic testing should be established so that
hiring needs are met promptly. Minimum numbers on an eligible list may
not be appropriate in positions requiring a specific expertise and may
delay filling of essential skilled positions. Indeed, most jurisdictions
identify hard to recruit classifications which are placed on continuous
testing, with successful applicants integrated into the existing eligible list
for that classification based on their exam score.

The current requirement that an eligible list contain five persons
precludes filling a position permanently even if there are several qualified
applicants. This imposes extra cost on the city, reduces the City's ability
to provide funded services, and renders the City less competitive in the
labor market, without any offsetting gain.

Appointments can generally be made only from the list of applicants
certified by the Civil Service Commission after examination by the
selection of one of the five persons holding the highest averages in the
particular class and grade where the vacancy exists. Temporary
appointments must be made until five can be certified to the list. Seniority
must be given material consideration in filling vacancies under a plan
designed by the merged government and thereafter any changes to the
plan are reviewable by the Circuit Court for reasonableness.

The rule of five limits the pool of qualified candidates from which to
appoint and is entirely based on the highest grades on a general test
score for a classification without reference to other skill sets which may
be valuable for the position being filled. A pool of 10 would allow more
options while retaining the integrity of the system. Reviewability of
reasonableness of seniority provisions by a court shifts the authority to
determine appropriate personnel practices from the legislative authority to
the judicial system and is the antithesis of a best practice.

The discipline process is based on individuals or appointing authorities
preferring charges against an employee and providing a mandatory
hearing before the Civil Service Commission. The Civil Service
Commission may punish any employee found guilty of inefficiency,
misconduct, insubordination, or violation of law involving moral turpitude,
but no employee may be reprimanded, removed, suspended, or
dismissed except as provided in the statute. In accordance with the City’s
plan, an employee may be suspended by the head of the executive unit in
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which he is employed or by the appointing authority for a period not
exceeding 30 days in any twelve month period, and may be reprimanded
by such head or authority not more than twice in any 12 months. All
discipline, including suspensions and reprimands may be appealed to the
Civil Service Commission and to the Circuit Court.

The civil service hearing process system is set up to handle serious
charges against employees, but does not address progressive minor
discipline and remedies to allow management to address employee
performance and accountability. Department heads are limited to two
reprimands per year, regardless of the severity of the actions of the
employee.

When the number of employees and their classification has been fixed by
ordinance, no employee can be dismissed, suspended or reduced in
grade or pay for any reason except those listed in the statute. The
legislative body may abolish an office or position and any officer or
employee occupying that position may be laid off or suspended until and
if such office or position is re-created or reestablished. An employee has
a right to appeal the abolition of a position to the Circuit Court which can
recreate the position.

The ability of the City to provide an administrative structure and create
and abolish positions to meet changing needs is hampered by the state
provisions which limit the ability of the Council to redesign the
administration and which permit judicial intervention in legislative
decisions concerning the operation of the government.

Recommendation G34: Modify the underlying statutory
authority for the City’s civil service system to provide
a modern civil service system based on merit and
fitness. Such a system should be adaptable to changing
local personnel needs and design an organizational
structure to implement such system.

Legislative changes to accomplish necessary reforms may
include the amendment of 67A of the Kentucky Revised
Statutes, amendment of the Lexington Charter, and the
amendment of the Code of Ordinances or adoption of rules
to provide a mechanism for adjusting personnel details
from time to time as necessary to maintain a modern
personnel system while adhering to the core principals of
civil service merit.

When Lexington-Fayette Urban County Government was created in the
1970s, the adopted charter provided for using the merit system for
employment as set out in the Kentucky Revised Statutes. KRS
requirements are more restrictive than can be adopted by charter
governments (there are only two in Kentucky — Lexington and Louisville).
To date, Lexington ordinances parallel KRS requirements for civil service.
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Current KRS and Lexington civil service provisions require all positions
below commissioner level to be appointed using the civil service system.

Certain senior management positions in Lexington, such as division
directors and assistant division directors, are filled using the classified
civil service system. This method is time consuming and requires
conformance to a process that does not consistently produce the best
results for recruitment, selection and retention of senior managers.

The Federal Government, which uses the merit system extensively to fill
positions, has for years used a bifurcated process which distinguishes
between positions that carry out policy and positions that develop and
influence policy. Higher grade positions in the Federal Government come
under the jurisdiction of the Senior Executive Service. The process and
requirements for filling positions in the Senior Executive Service differs
markedly from positions in the mainstream service. The objective of this
distinction is to give Federal agencies significant latitude in recruitment of
the best possible candidates into leadership positions.

There are in fact true differences between mainstream positions and
positions of organizational leadership. Mainstream positions demand
technical competency, dependability, and an attitude of customer service.
Executive positions require skill sets for leadership, judgment, vision and
strategy. The differences in skill sets being sought demands differences
in recruitment, screening, hiring and retention protocols for either type of
position.

Most division director and assistant division director positions in Lexington
exercise command over significant personnel and monetary resources.
The ability of these positions to influence the direction and quality of
services provided is significant. The qualities of leadership, judgment,
vision and strategy are preeminent needs for selection and retention of
persons to fill senior management positions. An organization can survive
and indeed, with strong leadership thrive, if it has some below average
performance from mainstream personnel. However, an organization with
poor leadership will fail despite the best efforts of rank and file
employees.

The current structure of the civil service system in Lexington connotes a
“one size fits all” type of approach for every position in the classified
service, including division directors and assistant division directors. That
connotation serves to encumber the LFUCG in recruiting, hiring and
retaining the best and brightest of the regional or national labor pool for
leadership positions within the government. Distinguishing between
leadership positions and rank and file positions when it comes to
recruitment, hiring and retention would enhance the ability to compete for
top level talent for senior management positions. Creating an executive
level system, as distinguished from the rank and file civil service system,
would institute and reinforce the value of competing for top level
executive talent on a broad basis.
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Commissioners under current civil service requirements are not included
as full participants in the recruitment, selection and retention of division
directors and assistant division directors. For example, the Finance
Commissioner was not permitted to have input into the “testing” plan for
the Director of the Accounting Division. Furthermore, the rule of five that
applies to all civil service appointments prevented the Finance
Commissioner from interviewing anyone other than the first five
candidates on the civil service list. This perverse effect of the current civil
service system substantially undermines the creation of an effective
professional management team and subsequent performance
accountability.

Recommendation G35: Create an Executive Service
System for division directors, assistant division
directors and other senior management positions as
designated by ordinance, separate from the classified
civil service system.

The Mercer System

There is concern among supervisors and employees regarding employee
salary ranges and benefits. The Mercer International Position Evaluation
(IPE) System was implemented as a replacement for the former STEP
System and evaluates pay ranges based on a numerical matrix.
Unfortunately, the Mercer IPE System was never properly implemented
and has not functioned as originally intended due to a lack of funding for
related merit increases. The system was also intended to track
performance and provide for merit-based pay increases but this was
never accomplished.

The matrix used to determine pay increases and/or initial pay ranges is
not realistic, rewarding those with many years of experience with higher
pay and giving those with less experience but greater
expertise/qualification a lower amount of pay; in short, pay is related more
to seniority than performance. Two years ago, the City adopted the
“World at Work” index to guide wage adjustment decisions. The inception
of labor agreements in the last year will further limit the applicability of the
Mercer IPE System.

The City needs to take action to create a compensation and benefits
system that is based on a model of total compensation. Total
compensation typically includes the complete package provided
employees such as base pay and the value of the benefit package.

Recommendation G36: Arrange for a market study
based on total compensation and working
environment factors, such as work schedule, to
determine Lexington’s competitive position in the
regional labor market for its job types.

72 — Department of Finance and Administration Management Partners, Inc.



Lexington-Fayette Urban County Government

Organization Review

CAO Policy 17 establishes a committee to apply the criteria of the Mercer
IPE System to issues of job classification and relative compensation.
Data from employee focus groups and the employee survey indicates that
the committee is a significant negative morale issue. Committee
deliberations are described as mysterious and decisions are said to lack
support of the general employee population. Management Partners
review of the application of the Mercer IPE System through the use of the
committee indicates that decision making is neither transparent nor
consistent.  Application of the Mercer IPE System is a complex
undertaking that is better executed by trained professionals. Eliminating
the Mercer Committee and designating trained Human Resources
Division staff to apply the system criteria is preferable to the current
committee process.

Recommendation G37: Eliminate the Mercer
Committee. The current reclassification review process
would be replaced by the process described below.

All requests for reclassifications deserve review. A good process for
establishing the basis for such a review includes the following steps:

e The person requesting the reclassification must complete a profile
of duties that includes:

o0 An enumeration of all tasks performed with data on the
estimated weekly volume of each task and the amount of
time weekly consumed by each task,

0 How each task is assigned and what happens to the
completed work;

0 What it is about tasks assigned that is inconsistent with the
current job class based on the job description;

0 What job class is more appropriate for the tasks performed
and why that job class is more appropriate based on the
job description of that class;

e The employee’s supervisor must sign the reclassification request
indicating agreement with the information provided and agreement
that a reclassification as requested is appropriate.

e The request must be endorsed by the division directors and
department commissioners.

e HR makes a prima facie determination as to whether the tasks
being performed are not appropriate for the current classification;

o If tasks are appropriate, reclassification denied, employee
and supervisor informed;

o If tasks not appropriate, unannounced desk audit
performed by HR

0 Unannounced desk audit results analyzed by HR

o If reclassification not justified by desk audit, employee and
supervisor informed as to outcome and reasons by HR

o If reclassification justified by desk audit, appropriate job
class determined based on comparison to job descriptions
by HR
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Candidate Testing and Evaluation

As noted elsewhere in this report, filling a vacant position currently takes
four to six months, which is twice as long as that of International
Personnel Management Association for Human Resources (IPMA-HR)
benchmark cities.

One way in which the process can be shortened is to plan ahead for
testing and evaluation of positions that will be vacated in the near future.
Currently, testing and evaluation plans are determined when a vacancy
occurs, adding additional and unnecessary time to the hiring process.

Recommendation G38: Analyze historic turnover
patterns to predict the positions in which turnover is
most likely to occur.

Recommendation G39: Implement a turnover
assessment plan as an element of the recommended
biennial budget process.

Recommendation G40: Analyze historic experience
and department turnover projections to develop a
testing plan and schedule.

Employee Training

The Human Resources Division provides training opportunities for City
employees in a wide variety of areas. Overall, employees commented
that the training sessions are very good but that they could be a bit more
focused on the needs of employees.

City-wide, employees who responded to the Management Partners
survey gave an average score of 2.96 in response to the statement, “I
receive the training | need to do my job.” This is based on a scale from 1
(“strongly agree”) to 4 (“strongly disagree”). In five separate departments,
the average rating in response to this question was a 3 or above,
meaning the majority of respondents disagreed. Clearly there is a desire
for additional training.

During focus group discussions and individual interviews, employees
mentioned that not all training classes offered to employees are well liked
or utilized to their full potential.
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Recommendation G41: Include a training needs
survey as part of the biennial budget preparation
process. Such a survey, implemented early in the
budgeting process, would indicate which training should be
programmed for the next year and would provide
constructive criticism for continuous improvement of
existing training programs.

During focus group discussions and individual interviews for this review,
employees frequently expressed a negative opinion of the Human
Resources Division and the services they provide to their internal
customers.

The Human Resources Division sections have historically functioned in
“silos,” with little coordination between the different sections. This
situation has led to confusion on the part of its customers about their
processes and procedures. To further complicate matters, the Human
Resources Division is in the process of a re-organization.

The Human Resources Division should determine what its customers
want and then provide that service to the best of its ability, while always
looking for ways to continually improve over time.

Recommendation G42: Develop and administer an
internal customer satisfaction survey. The survey
results should be reported to the Mayor prior to the
commencement of the biennial budget preparation process
and any proposed changes programmed into the budget.

Use of Technology

During focus group discussions and interviews for this review, employees
repeatedly remarked on the fact that the City’s internal intranet is under-
utilized. Information, forms and procedures could be placed on the
intranet as a service to internal customers and the City could move to a
“self service” model by which employees can make changes to their
benefits choices themselves online. External customers/job candidates do
not have the ability to access and complete employment applications over
the Internet online as is commonly practiced in many other jurisdictions
nationwide.

Recommendation G43: Develop a technology plan for
Human Resources services that increases use of the
internal intranet and the external Internet.
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Conclusion

The Finance and Administration Department can improve internal
operations by streamlining its organizational structure to streamline
middle management and by decentralizing some previously centralized
functions such as grant approval and administration. Customer service
will be enhanced by implementing revised budgetary and purchasing
policies, shortening the time to fill vacant positions, and improving testing
of new candidates to ensure that new hires are of high quality.
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H. DEPARTMENT OF GENERAL SERVICES

The Department of General Services provides park and recreation,
building maintenance, and fleet services. The Department is managed by
the General Services Commissioner who is appointed by the Mayor. The
department has 318.5 FTEs working in three divisions supported by the
Commissioner’s Office:

=  Parks and Recreation
= Building Maintenance and Construction
= Fleet Services

Figure H1 below shows the Department’s current organizational structure.
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FIGURE H1: DEPARTMENT OF GENERAL SERVICES ORGANIZATIONAL STRUCTURE
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The department has a total FY08 budget of $38.8 million, 59% of which is
salary and benefits and includes $22.8 million for salaries and benefits,
$10.3 million in operating expenses, $374,230 of net transfers to other
funds, and $6.2 million in capital expenses.

Management Partners offers the following recommendations for the
Department of General Services.

Commissioner’s Office

The Commissioner’s Office within General Services is responsible for the
following City-wide needs:

= Telecommunications

=  Parking

= Security

= Tubby’s Clubhouse
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The division consists of 29 FTEs and has total FY0O8 budget of $3.5
million, including $1.99 million in salaries and benefits, $1.5 million in
operating expenses, and $9,200 in capital expenses. Salaries and
benefits comprise 57% of the total budget.

The following findings and recommendations apply to the Commissioner’s
Office.

Organizational Structure

The Department’s organizational structure can be streamlined to reduce
direct reports and improve operations. The current organizational
structure has evolved over time with no real relationship to the mission
and responsibilities of General Services. General Services has tended to
be an office that was assigned positions and functions if they did not
seem to “fit” in other departments.

The department has no strategic or business plan in place on which to
base the organizational structure. The current organization chart appears
to be the result of the evolution of special projects and individual positions
assigned to the commissioner's office based on convenience rather than
function. Recent organization charts for the Commissioner’s Office have
shown 13 direct reports to the Commissioner. Administrative Officers
assigned to the office have served as “special projects managers” and
appear to operate independently of one another and focus on their own
projects. Currently, there are two administrative officer vacancies in the
office which provide an opportunity for restructuring.

There is a need to reduce the direct reports to the commissioner to allow
her to focus on her key leadership and management responsibilities such
as communication and collaboration with the Mayor's Office,
organizational leadership, and community relations. These key
responsibilities require most of her time and leave virtually no time for
planning, management and evaluation of the General Services operation.

Recommendation H1: Restructure the Commissioner's
Office.

The recommended reorganization as shown in the organization chart
below would reduce the direct reports to the Commissioner from 13 to
three and result in the following changes and reassignments:

= Transfer an administrative officer to the property management
function of the new Facilities Management and Fleet Division
recommended elsewhere in this report.

» Transfer the program supervisor to Parks and Recreation along
with the Tubby’'s Clubhouse program.

» Transfer telecommunications support to Office of the Chief
Informational Officer Computer Services Division.

= Transfer the security supervisor to the property management
function of the new Facilities and Fleet Management Division.
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Reclassify one of the two vacant administrative officer positions to
Deputy Commissioner to serve as the operations manager for the
department and be responsible for planning, managing and
evaluating the work of staff in the Commissioner's Office.

Figure H2 below shows the current organization chart for General
Services Administration.

The proposed reorganization of the Commissioner's Office (shown in
Figure H3 below) would increase costs by approximately $15,000
annually but will improve productivity and effectiveness by decreasing
direct reports to the Commissioner and improving strategic planning,

man

agement and evaluation.

FIGURE H2: GENERAL SERVICES ADMINISTRATION CURRENT ORGANIZATION STRUCTURE
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TABLE H1: POsITION CHANGES ASSOCIATED WITH RECOMMENDATIONS FOR THE DEPARTMENT OF

FIGURE H3: PROPOSED GENERAL SERVICES ORGANIZATION STRUCTURE
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Table H1 shows the position changes and the associated costs or
savings that are recommended for the General Services Department.

GENERAL SERVICES

Department of General Services Commissioner's Office

Benefit
Position Action FY 2008 Salary Rate Total
*Transferred
Program Supervisor - Tubby's Clubhouse | Out/Recreation $58,411 23.80% $72,312
Telecom Support Specialist *Transferred Out/CIO $50,352 23.80% $62,335
*Transferred
Administrative Officer - Parking Out/Facilities $73,666 23.80% $91,198
*Transferred
Administrative Officer Out/Facilities $73,666 23.80% $91,198
Deputy Commissioner **Created $90,284 23.80% $111,771
Total Savings 23.80% | ($111,771)

* Because these position were transferred out of the division, government-wide cost savings are not experienced

** The salary of the Deputy Commissioner position that is being recommended was estimated calculating the
average FY 2008 salary for Department Commissioners throughout the City of Lexington

Security Services

The Commissioner’s Office manages the provision of 24 hour, 7 days per
week security for 23 City buildings and two parking garages. This security
operation is staffed by 17 full-time civil service employees and two part-

time employees and has an annual budget of approximately $880,000.

Security officers are assigned to check specific locations or posts on a
routine basis. Currently there is no automated system to track coverage
of posts by security officers. As a result, the supervisor lacks information
regarding security officer schedules and productivity. Specific and
detailed information about security officer rounds provides workload and
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productivity information and can also help identify the time actual security
incidents have occurred.

Recommendation H2: Purchase and install a security
wand system. Such a system is estimated to cost $4,000
and includes a data gathering “chip” at strategic locations
in buildings and parking garages. The security officer
passes his or her identification information through the
receptor as s/he completes rounds. Such a system
provides information regarding time and location of security
coverage and allows modification of the patrol schedules
and locations based upon actual security incidents and
coverage. This recommendation applies to both an in-
house and contracted security operation.

Building Maintenance and Construction

The Division of Building Maintenance and Construction maintains the
City’s primary buildings and is responsible for renovation and partial
maintenance.

The Division consists of 54.5 FTEs and has a total FY08 budget of $5.4
million, with salaries and benefits comprising 63% of total expenditures.

Asset Management

Based on field research, no single organizational unit is responsible for
managing the facilities held by the City. Given the size of the City's
assets, this presents an opportunity for economies of scale. The City acts
as lessee for 15 buildings, leasing agent for another 54, and owns
outright between 544 and 574 structures that require regular and
scheduled maintenance.

The maintenance responsibility for these facilities has been subdivided
into three separate departments, Building Maintenance in General
Services, Parks and Recreation, and Fire; the approach to building
maintenance varies among them. For example, Building Maintenance
cleans three buildings (Annex, Government Center, and Police) while
contracting out 29 other buildings; on the other hand, the Fire Division
has elected to keep all janitorial functions in-house, utilizing sworn officers
to clean its facilities.

It is unknown how much total square footage is maintained by the City.
There are more than five different real property and facilities lists
maintained by the government, none of which are complete. Depending
on which list is consulted, Fire Station 14 is located at either 1528 or 1530
Roanoke Rd. Similar addressing questions exist with other buildings as
well.
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There is no mandated purchasing process for equipment that could lead
to standardization of parts and tools, and there are multiple contractors in
place. There is no building reserve fund for routine major maintenance
and renovation of buildings and facilities, and no cost allocation system to
assign the cost of buildings and facilities to their users.

An asset management program will include information about each
separate property including infrastructure improvements, costs, rental
rates, etc. It will link to the facilities maintenance database that will track
and schedule major maintenance requirements (e.g., roof replacements)
for estimating capital improvement needs. These inventories, combined
with long-range projections of space and facility needs for City programs,
will allow facilities management managers to effectively utilize current
assets and plan for acquisition or disposition of assets as appropriate.

Asset management, the process of monitoring the inventory and leasing
of these investments, can and should be considered as a cost reduction
strategy. Lexington should develop a comprehensive asset management
program, identify market rental rates and subsidies, and sell unneeded
and under-performing properties.

Advanced asset management programs have been implemented in cities
as a best practice to minimize the total cost of acquiring, operating, and
maintaining infrastructure assets. The advanced programs centralize the
total life-cycle costs of infrastructure. For example, the City of Charlotte,
North Carolina examined 1,100 city-owned properties and identified 162
surplus and marketable properties. The City sold 125 of these properties
for $15 million in the late 1990s.

Over the long term, an asset management program should integrate with
maintenance and replacement schedules for the development of long-
range capital improvement program funding needs. The identification of
surplus, unneeded properties that can be sold will result in one-time
revenues and a reduction in ongoing maintenance costs.

Market rate rents should be calculated and updated periodically for all
City properties that are rented or leased. Properties rented or provided to
community organizations, non-profits, and for economic development
purposes should also identify the market rental rates as well as and the
level of subsidy. The subsidies should then be supported by the
appropriate program and funding source. This will identify the true costs
of such programs, properly charge those programs, and provide relief to
the General Fund.

The implementation of a formalized asset management program can
result in the following savings and revenues:

= Revenues from the immediate sale of surplus properties

= Maintenance cost savings on sold properties

= Revenues from the sale of additional surplus properties after a
thorough review of all properties
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=  Shift of rental/lease subsidies from the General Fund to various
program funds
= Qverall management of subsidies

Charging programs for rental subsidies will increase the costs of those
programs, but will identify the true costs and will accrue savings to the
General Fund.

The City of Lexington owns between 544 and 574 buildings. Estimates of
specific revenues and cost savings relevant to Lexington cannot be made
until a thorough review of the City’s infrastructure assets has been made.
Conservatively, if even 1% of those buildings are deemed surplus and put
up for sale, the sale of five or more facilities can result in substantial new
revenues, not to mention the elimination of future ongoing maintenance
costs. Creation of the new division will require additional resources,
however considering the significant value of the facilities owned by the
City and the opportunities for savings the new expenditures will be offset
in a short payback period.

Facilities Management
There are six general categories of best practice in Facilities
Management:

1. Inventory building components and assess their conditions annually
or more frequently if necessary.

2. Develop and maintain an objective process for setting priorities
among maintenance projects.

3. Complete and maintain as current a strategic plan both for long- and
short-term maintenance priorities, including a funding plan.

4. Operate a structured preventative maintenance program.

5. Utilize technology and tools.

6. Provide training and staff development.

Specific indicators exist for each of these six categories and the City’s
status in implementing them is detailed in Attachment H-1 to this report.

During the course of additional research in Facility Management best
practices, a pattern of fundamental and specific practices and structures
that high performing municipalities routinely utilize was identified.

All best practice communities surveyed had the building maintenance
function within the Building/Facilities Management Department. This
function can have a variety of responsibilities. In King County,
Washington, the maintenance function comprises all custodial,
construction, storage, electrical work, as well as asbestos abatement.
This is very similar to the Building Maintenance Division in the City of
Lexington, while in Austin, Texas the Maintenance Division contains all
skilled trades improvements except electrical and equipment work. The
functions that are universally included are the constructions trades such
as carpentry for minor repairs, plumbing, and painting.
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Part of the research and analysis completed for this review identified
relevant best practices that should be considered in Lexington.

Custodial Services

In some communities like King County, Washington and Lexington, this
function is a part of the Building Maintenance. In Phoenix it is a separate
function of facilities management. This typically consists of housekeeping
duties, scheduled and as needed re-lamping, furniture moving, setting up
for events, breaking down events, and stocking materials (soap, paper
towels, toilet paper, etc.)

Contract Management

The City of Phoenix, Arizona and King County, Washington both have
dedicated staff to manage contracts for services that range from pest
control, carpet cleaning, waste removal, window cleaning, and general
custodial services.

Building Operations

Often, this is referred to as Plant Maintenance and is included in the
Building Maintenance function. This includes electrical work, equipment
maintenance, and HVAC repairs. The City of Phoenix has a separate
Operations section.

Capital Projects Management

King County, Washington and the cities of Long Beach and Phoenix all
have staff and resources dedicated to the capital planning for municipal
facilities. These divisions are responsible for permit acquisition, design
specification, and bidding of the project. This division will also manage the
contracts of the capital project construction.

Facilities Planning

This is often combined with the Capital Projects Management function, as
is the case with King County, Phoenix, and Long Beach but can also be a
stand alone function, like in Austin, Texas. Facilities planning generally
handles requests regarding space planning and tracking, remodeling,
systems furniture purchases and installation, small construction projects,
roof replacements, construction plan reviews and project consulting
services. They also work closely with capital improvement projects related
to building maintenance and assist departments with implementation of
their long-term facility plans.

The implementation of these and other best practices and structures
would be prohibitively difficult due to the disparate structure of the current
facilities management functions within Lexington. With the creation of a
Facilities and Fleet Management Division, Lexington will be able to
effectively implement these and other best practices that are identified
within Attachment H-1.
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Recommendation H3: Create a new Facilities and Fleet
Management Division that consolidates decentralized
facilities management functions for the government.
This new unit will be responsible for the planning,
management, asset management, and maintenance for all
Lexington property, buildings, vehicles and equipment.
Current functions to be consolidated into this new division
should be: the Building Maintenance and Construction
Division in General Services, fleet services, parking
garages, building security, fire building maintenance
responsibilities, as well as the Parks and Recreation
building maintenance responsibilities.

Because this division will be taking responsibility for functions and tasks
not currently being done, it is highly likely that new positions - in addition
to the specific positions highlighted in Table H2 - and resources will be
required.

To create a complete staffing plan for the new division the City will be
required to assemble workload data that is currently not available. This
includes number of buildings and square footage the city owns or leases,
condition reports on all of the facilities, work order requests and other
current workload statistics. These and other data will allow staff to
develop a staffing and contracting plan for the new division. The position
transferred to this new division, as well as the program management
positions or contracts that will be required in the asset management
function are as follows in Table H2.
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TABLE H2: POSITION CHANGES ASSOCIATED WITH RECOMMENDATIONS FOR THE FACILITIES
MANAGEMENT DIVISION

Facilities Management Division (new)

FY 2008 Benefit
Position Action Salary Rate Total
17 Positions from the Security Program | *Transferred In $514,041 23.80% $636,382.76
24 positions from Parks Operations *Transferred In $669,769 23.80% $829,174.02
Administrative Officer - Parking *Transferred In $73,666 23.80% $91,198.51
Administrative Officer *Transferred In $73,667 23.80% $91,199.51
3 positions from Fire *Transferred In $199,805 23.80% $247,358.59
Facilities and Fleet Management
Director **Created $90,000 23.80% $111,420.00
Real Property Manager **Created $69,132 23.80% $85,585.42
Facilities Planner **Created $41,234 23.80% $51,047.69
Capital Projects Coordinator **Created $41,234 23.80% $51,047.69
Contract Manager **Created $56,795 23.80% $70,312.21
Total Cost $369,413.00
* Because these position were transferred into the division, government-wide costs are not
experienced
** The salaries of the created positions were based on the following findings regarding the FY 2008
pay schedule: Average Coordinator salary = $41,23; Average Project Manager salary = $56,795;
Average Public Service Worker Wage = $27,907; Average Firefighter Wage = $39,935

The new unit will report to the Facilities and Fleet Management
Director and be organized in two sections: Building Maintenance
for custodial services and building operations (HVAC, electrical,
plumbing, etc.), and Asset Management for real property
management (for acquisition, property management, and title
work), facilities planning, capital projects management for
construction and renovation, and contract management. An
organization chart of the proposed new structure is shown in
Figure H4 below.
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FIGURE H4: PROPOSED NEW FACILITIES AND FLEET MANAGEMENT DIVISION
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Building Maintenance

The use of private service providers for specific building maintenance and
custodial functions is common practice in jurisdictions nation-wide. While
Lexington currently contracts a portion of its custodial work, the City has
not taken full advantage of opportunities to reduce operating costs
through contracting for facilities maintenance services from the private
sector.

As noted elsewhere, maintenance for City facilities is spread between
three divisions that perform at varying levels. Personnel costs for FY08
for this function in just the Building Maintenance Division are $3,403,530.
According to the Department of Labor's Bureau of Labor Statistics
National Compensation Survey, private sector salary costs for the
Building Maintenance division would be approximately $2,293,220, a
difference of over $1 million.

Service contracts are routinely awarded for facilities management to
entities outside of municipal government. The City of Indianapolis’ primary
facilities are maintained by an independent Building Authority that
charges rent based on usable square feet in each building.
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Recommendation H4: Enter into service contracts for
all appropriate functions of the new Facilities
Management Division. Service contracts and private
management are a widely accepted form of conducting
municipal business while at the same time providing a high
level of service to citizens. Unlike for some other municipal
services, all of the functions of recommended Facilities
Maintenance division are available in the private sector.
The City should carefully evaluate the costs and benefits of
contracting for facilities management services and contract
with those providers that offer quality services at a lower
cost than the current services.

A symptom of the lack of an asset management system for facilities is the
lack of any comprehensive inventory, depreciation schedule, or capital
improvement plan for the roof systems and conditions of City buildings.
While Building Maintenance has an inventory, it is incomplete and there is
no asset management program being used for roof systems.

Roofing systems for Lexington were described by Building Maintenance
as old, leaky and in generally poor condition. Repairs to roofing are made
in response to identified leakage or failures. Responsibility for roof
maintenance is split between at least three divisions (Building
Maintenance and Construction, Fire, and Parks and Recreation), and
there is no overall condition analysis or needs assessment. There is also
no scheduled inspection and repair program for roofing.

Roofing systems have a defined life span dependent on material and
construction method used. Minimum life spans (with proper maintenance)
may be as short as 10-15 years. Roof systems require regular inspection
and maintenance to prevent leakage and structural damage. Investment
in a system of roofing maintenance is cost-effective in preventing more
costly replacements.

Recommendation H5: Contract with an outside
consultant to complete an inventory, condition
assessment and recommended action plan for the
maintenance, repair and replacement of all roof
systems for City buildings.

Recommendation H6: Develop a capital improvement
plan (CIP) with an annual budget for the repair and
maintenance of roof systems.

Recommendation H7: Implement a scheduled
inspection program for roof systems.

As with roofing systems noted above, the City’s Building Maintenance
function has an incomplete inventory of HVAC equipment and limited
information on condition and energy efficiency.
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The City’'s HVAC equipment is not standardized. HVAC units encompass
multiple brands and types, each with differing parts and tool requirements
to be inventoried. Maintenance personnel must be trained and equipped
for the repair of all HVAC equipment. Parts inventories must be
maintained for a variety of equipment.

HVAC equipment is selected primarily based on low bid, without
consideration of maintenance requirements, service life, energy
efficiency, or life cycle cost. HVAC units are bid with a range of
specifications allowing contractors to provide second tier equipment in
order to be cost competitive. The energy efficiency of some older HVAC
equipment is questionable.

While actual numbers are unknown, Building Maintenance staff estimate
that the HVAC annual replacement budget was $50,000 with a backlog of
approximately $5 million in work that is needed.

Recommendation H8: Contract for inventory, condition
assessment and energy efficiency evaluations for
existing HVAC equipment.

Recommendation H9: Establish an adequately funded
annual capital plan and replace HVAC units in priority
order, starting with those units in the worst condition
and/or with lowest energy efficiency.

Recommendation H10: Dedicate energy savings from
equipment upgrades to fund future equipment
improvements.

Recommendation H11: Standardize HVAC
specifications and approved equipment to Ilimit
maintenance training and parts inventory. Base
equipment selection on life cycle cost evaluation including
service, training and parts inventory costs.

Building Maintenance responsibilities are divided among multiple
departments with the two major service providers being Building
Maintenance and Parks and Recreation. Each group takes independent
responsibility for the maintenance of specified facilities. Each department
has access to asset management software, although each uses a
different program. Maintenance activities are not being routinely entered
into the asset management system, resulting in incomplete and
inaccurate information.

Building Maintenance staff has stopped entering service records into their
asset management system since the loss of the person who was
assigned that responsibility. Building Maintenance is unable to keep up
with scheduled maintenance on HVAC equipment. Building Maintenance
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and Parks and Recreation staff do not normally assist each other. Service
priorities are established by area of responsibility and not by overall
facility needs.

Recommendation H12: Choose and maintain a single
asset management program for HVAC equipment.

Recommendation H13: Maintain HVAC equipment
according to manufacturers’ recommendations.

Recommendation H14: Identify and train specialized
service crews for the most common HVAC systems.

Recommendation H15: Contract for service for
unique/rare HVAC systems in the City.

Recommendation H16: Conduct a pilot program to test
contract HYAC maintenance.

Additionally, many building maintenance functions — such as painting, re-
lamping, and light carpentry — are currently being conducted during
daytime hours throughout the various City facilities. This creates
situations where employees are often distracted and sometimes
displaced, thus effecting their productivity. This also creates
inconveniences for customers who transact business during these hours.
It is considered to be a best practice to have these functions performed
during non-office hours.

Recommendation H17: Assign appropriate building
maintenance and construction duties to be completed
during non-office hours. This will minimize construction
and maintenance related interruptions to the LFUCG office
staff.

The cost of energy for heating and cooling continues to outpace inflation,
with an annual increase of approximately 8.6% since 2000. Lexington
maintains a large number of older buildings, many of which were
designed without regard to energy conservation. Most buildings lack
programmable thermostats and have original insulation and windows. No
department or person is specifically designated and charged with
improving the energy efficiency of City buildings and there is no capital
projects plan in place for energy conservation needs.

The City has an interdisciplinary energy team that meets occasionally,
and is able to disburse nominal funds for energy improvements such as
Light Emitting Diode (LED) exit signs, but no dedicated plan for energy
conservation.

Table H3 below shows actual FYQ7 costs for the City’s utilities.

Management Partners, Inc.

Department of General Services - 91



Lexington-Fayette Urban County Government
Organization Review

TABLE H3: FYO7 ACTUAL UTILITIES EXPENSES

Expense Amount
Electricity $4,218,517
Gas $1,559,333
Water $633,081
Sewer User Fee $298,737
Landfill User Fee $1,495,976
Heating Fuels $9,609
TOTAL $8,215,253

As can be seen, the City spent over $8 million in utilities in FY07. A
savings of just one percent through a consolidated energy loss prevention
program would save the City over $82,000. Programmable thermostats
have the potential to reduce heating and cooling costs by as much as 5%.

Many best practice communities track utility use and expenditure as a
function of energy consumption. The City should track utility consumption
using a matrix similar to the one found in Table H4 below that is
employed by members of the International Faciliies Management
Association.

TABLE H4: UTILITY CONSUMPTION MATRIX SAMPLE

Utility Consumption
Electricity Fuel Oil Gas Water Sewage
kWh/GSF Gallons/GSF CCF/GSF Gallons/GSF Gallons/GSF
Facility 1
Facility 2
Facility 3
Facility 4
Facility 5
Facility 6
Mean

By closely monitoring the energy costs by type and facility, the City could
make more effective decisions regarding investments for improvements
promoting energy efficiency.

Energy conservation is not only a good investment, but good for the
environment and positive for public relations. The City should lead the
way in the community by investing in energy efficiency.

Recommendation H18: Contract for comprehensive
energy audits of major facilities.
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Recommendation H19: Develop a capital projects plan
for energy conservation measures based on payback
period and return on investment principles.

Recommendation H20: Dedicate energy savings from
conservation efforts to fund future capital
improvements.

Recommendation H21.: Install programmable
thermostats in appropriate locations.

Recommendation H22: Closely monitor energy costs
by facility and expense.

Building Maintenance stocks liquid soaps and paper products for all
buildings, including buildings maintained by contract janitorial services.
This is done on the rationale that controlling the distribution of supplies
results in better pricing and quality and also acts to manage waste.

Products are ordered and placed into a central inventory location from
which Building Maintenance staff distributes the materials to janitor
closets in all buildings with janitorial services.

The result is that materials must be ordered, stocked, inventoried and
distributed to individual buildings by City staff. These costs are not
identified and applied as an overhead rate when evaluating the cost
effectiveness of current practices. Lexington is experiencing a “carrying
cost” for maintaining this inventory by tying up funds that could otherwise
be invested.

Recommendation H23: Require cleaning contractors to
provide soap and paper products as part of their
service contracts. Identify these costs specifically as part
of bid process.

Division of Fleet Services

The Division of Fleet Services handles the acquisition, maintenance and
repair of more than 2,100 vehicles and pieces of equipment owned by the
City.

The Division consists of 49 FTEs and has total FY08 expenditures of $3.7
million, although $1 million of these costs are transferred to other funds,
resulting in a net budgetary impact of $2.7 million. FY08 salaries and
benefits cost is $3.3 million with an additional $423,950 in operating
expenses, making salaries and benefits 89% of total expenditures.

The following findings and recommendations apply to the Division of Fleet
Services.
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Streamline the Organization Structure

Fleet Services employs three managers; a fleet operations manager that
oversees the Auto/Light Truck Garage, another fleet operations manager
that oversees the Heavy Equipment Garage, and a third fleet systems
manager that manages the Parts Room.

Fleet Services does not require three managers to oversee its parts, light
and heavy duty sections and these management positions are typically
not found in fleets of this size. Instead, a senior operations manager is
typically used to perform these management responsibilities. The high
shop labor rate is due in part to the cost of employing these three
managers.

Recommendation H24: Reclassify the fleet systems
manager to a parts supervisor.

Recommendation H25: Reclassify one of the current
operations managers to senior operations manager
and eliminate the remaining operations manager
position.

Implementing these recommendations would save approximately
$48,092 per year in salaries and benefits and reduce the shop
hourly rate by about $2.50 per hour.

The personnel changes are shown in Table H5 below

TABLE H5: FLEET SERVICES RECOMMENDED PERSONNEL CHANGES

Division of Fleet Services

Position Action Savings/(Cost)
Operations Manager Eliminated $59,218.00
Operations Manager to Sr. Operations

Manager Re-Classified ($15,583.95)
Fleet Systems Manager to Parts

Supervisor Re-Classified $4,458.03
Total Savings $48,092.08

Fleet Management Information Reporting

In order to properly evaluate the effectiveness of a Fleet operation, an
organization must establish and monitor performance measures based
upon an agreed set of goals and criteria that can be benchmarked against
fleet industry leaders. These performance measures along with other fleet
information should be part of a reporting process that includes fleet
customers, upper management and fleet services staff.

Fleet Services tracks a limited number of fleet performance measures.
They include number of preventative maintenance (PM) repairs
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performed, number of service calls and total number of repairs performed.
Critical performance measures that are not being tracked include number
of repeat repairs, average time to respond to road calls, vehicle time lost
waiting for parts and vehicle downtime.

Fleet Services produces a monthly report that tracks the City's fleet
inventory, fuel and maintenance costs and miles driven by division, as
well as the limited number of performance measures mentioned above.
This report is distributed to each City division. Compared to best practices
and privately-managed entities, Fleet Services generates a limited
number of information reports. Furthermore, access to fleet data by its
customers and upper management is limited and restricted.

Recommendation H26: Establish and monitor
performance indicators to measure performance
against industry and shop standards.

See Attachment H-2 for examples of fleet management
performance measures.

Recommendation  H27: Provide regular fleet
information reports to management, fleet customers
and fleet services staff. See Attachment H-3 for
examples of fleet management information reports.

Under-Utilized Fleet Vehicles and Equipment

As part of this review, Management Partners completed a Vehicle and
Equipment Utilization Study. The study’s intent was to analyze each
department’s permanently assigned and temporary vehicle requirements
and recommend how to most cost-effectively accomplish the City’'s
business objectives. Vehicles are expensive to own and operate, so the
goal of fleet management should be to provide well maintained equipment
in a timely manner for the city operations, but to optimize the size of the
fleet.

Lexington has a major investment in its fleet of 2,162 vehicles and
equipment, estimated at between $60 million and $70 million in
replacement costs. The fleet consists of sedans and pickup trucks,
medium and heavy duty trucks, heavy equipment (tractors, backhoes),
law enforcement patrol units, and miscellaneous small equipment trailers,
edgers, and push mowers.

Management Partners spent a month evaluating the utilization of the
City’'s fleet. Mileage, hour usage, and questionnaires pertaining to each
unit were reviewed, and key departmental representatives were
interviewed. This study evaluated a total of 811 units consisting of light
duty sedans/trucks, medium/heavy trucks and heavy equipment. Law
enforcement, fire apparatus and miscellaneous small equipment were not
included in this utilization study.
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Developing Utilization Criteria

In order to determine what minimum utilization thresholds are being used
by other agencies, Management Partners canvassed a number of public
agencies. We found that many jurisdictions did not have minimum
standards; those that did varied between a minimum usage threshold of
6,000 and 15,000 miles. Given the relatively low average usage in
Lexington, Management Partners determined that using a minimum
usage threshold of 6,000 miles per year for all sedans and light duty
trucks would be reasonable for our analysis of the Lexington fleet.

Fleet Services provided life-to-date and FY06/07 (12 months) utilization
miles/hours for each unit in the fleet. Figure H5 and H6 below reflect the
distribution of miles and hours (from FYQ7) of the 811 units that were
included in this study. The data show that a majority of the hourly units
accumulated less than 100 hours of average annual use. The 11 hourly
units recommended for surplus all recorded FY 2007 utilization under 40
hours.

FIGURE H5: FLEET DISTRIBUTION BY MILES DRIVEN

Fleet Distribution of Miles by Vehicle Type
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FIGURE H6: DISTRIBUTION OF HEAVY EQUIPMENT BY HOURS USED

Distribution of Hours Used for Heavy Equipment

70
60
50
40 |
30
20
10
0 1 == [ 1] —

0-100 100-200  200-300  300-400  400-500 500+

Number of Pieces

Hours Used per Year

Average annual usage for sedans in Lexington is 4,800 miles and 7,200
miles for light trucks. With this data we calculated the average monthly
mileage of all units and established the mileage thresholds to categorize
low, medium and high usage.

Sedans driven less than 2,400 miles per year and light trucks driven
fewer than 3,600 miles per year are considered “low usage.” Sedans
driven between 2,400 miles and 6,000 miles per year and light duty trucks
driven between 3,600 miles and 6,000 miles per year are considered
“medium usage.” Sedans and light duty trucks driven over 6,000 miles
per year were considered “high usage”.

With this in mind we had all departments fill out a fleet questionnaire for
each sedan and light duty truck whose FYQ7 usage was less than 6,000
miles per year. Sedans utilized less than 2,400 miles per year and light
duty trucks utilized less than 3,600 miles per year were designated as low
usage and candidates for disposal. However, customers were given the
opportunity to justify their need to retain their unit by stating their case on
the back of the questionnaire. Units falling between 2,400 and 6,000
miles (sedans) and 3,600 and 6,000 miles (light duty trucks) were also
reviewed during the process and were subject for removal from the fleet.

Medium and heavy trucks and heavy equipment were reviewed in the
same manner as sedans and light duty trucks; however, we applied the
formula to the average miles/hours of each class within the truck and
heavy equipment categories.

For example, backhoes were grouped together and their total annual
hours added together. Next we computed an average annual usage for
this group and applied our formula to this average. This enabled us to
identify all underutilized backhoes and request that questionnaires be
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filed out for each unit. A list of these units can be found in
Attachment H-4.

Recommended Fleet Reductions

Of the 811 units reviewed in this study, 371 units (46%) were identified as
falling in the low and medium categories. A detailed listing of these units
can be found in Attachment H-5. Questionnaires were filled out for each
unit and reviewed by Management Partners prior to meeting with each
departmental representative where they were further evaluated
alternative means of transportation explored including pooling, renting,
leasing or replacing with other more efficient and economical units.

Recommendation H28: Reduce, eliminate, and/or pool
the 107 fleet vehicle units specified in the fleet
utilization analysis. A total of 107 units are
recommended for reduction and/or pooling. This
represents approximately 13% of the 811 units reviewed in
this study. Of the 107 units of rolling stock, 97 are identified
and recommended for surplusing. Of the 10 remaining
units, five will be set aside to create a Fleet Services
loaner pool, three units will be added to the heavy
equipment pool, and two units have been recommended
for downsizing.

There are a number of low utilization late model units and
hybrid units that are recommended for surplusing/pooling.
Management Partners recommends, contingent on
condition, pooling and/or replacement of older units in the
fleet with these units be considered before disposing of
any of these units. Finally, if the disposal of any of these
units is deferred, Fleet Services should not replace these
or other units until this report has been thoroughly
reviewed by management.

If adopted, the potential savings from surplusing or pooling
these vehicles and pieces of equipment would amount to
approximately $102,000 per year in operational costs.
Additionally, the City would realize an estimated $651,000
of income from the sale of the 97 units. Another $2.7M
would be realized by not having to replace these vehicles
and equipment in future years. Note: Some of these funds
will be offset by the costs associated with renting cars from
the rental agency pool.

Vehicle Pool

As part of the utilization study, Management Partners also examined how
the City utilizes its central motor pool, standby and take home units and
personal use of vehicles used to perform City business. As a result of this
analysis, we are recommending that the City eliminate its central pool and
contract with a commercial rental car agency to provide pool cars to City
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employees where appropriate. We are also encouraging the use of
personally-owned vehicles when appropriate, as it is far more economical
than using a pool or assigned vehicle. Current CAO policies are overly
restrictive and punitive and discourage the use of pool vehicles even
when appropriate and desirable. CAO Policy 3 governs the use of City
vehicles and will need to be revised to support the changes in fleet
administration.

In fleet management, breakeven point analysis is used to determine the
point at which a fleet can own, operate and maintain an assigned vehicle
more economically rather than reimburse a Lexington employee to drive a
personally owned vehicle or use a Lexington motor pool unit.

In Attachment H-6 we compared the City’s cost to own and operate an
assigned vehicle (Ford Taurus) versus reimbursing employees to use
their own personal vehicle. Using this calculation shown in Attachment H-
6, a sedan that averages 416 miles per month costs the City about
$275.75 to own and operate, or about $0.66 per mile. By reimbursing an
employee to use their personal vehicle at the current IRS rate of
$0.485/mile, the City would save $74 per month at this mileage threshold.
In fact, it is less expensive to pay personal mileage than provide an
assigned vehicle until usage reaches 659 miles per month, at which time
it becomes cheaper to drive a City vehicle.

With direct mileage reimbursement, the City only pays for transportation
when a private vehicle is driven compared to the total costs associated
with owning a vehicle which may not be utilized consistently.

In many cases, it may be to the City’s advantage for employees to use
private vehicles, use central or departmental pool units, or make better
use of the existing, permanently assigned departmental vehicles as
opposed to retention of the low-use Lexington vehicles identified in this
report. Motor pools are commonly used in governmental and corporate
fleets in the U.S. in order to minimize the size of the fleet and maximize
the use of existing fleet vehicles.

Maintenance costs were based on a sampling of actual Fleet Services
costs for this class of vehicle and with data contained in Management
Partners’ industry-wide database. Labor rates, administrative overhead,
acquisition and fuel costs associated with the City’'s fleet operation were
computed based on data contained in an earlier Lexington Fleet
Assessment Study conducted by Management Partners.

Fleet Services operates a centralized motor pool consisting of eleven
units. Nine sedans and one passenger van are kept at the downtown
government complex. Two 12-passenger vans are currently kept at the
Fleet Services yard. The executive assistant in the General Services
Administration is responsible for scheduling and dispatching the vehicles
at the government center. Utilization data regarding number of trips per
month, number of miles per trip and availability are not being captured
which makes it difficult to determine if the motor pool should be expanded
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or not. The executive assistant informed us that she is not always able to
fill vehicle requests. This happens, on average, several times each
month. This is probably an indication that the number of units available is
not adequate.

Best fleet management practices suggest that it is customary to maximize
the use of a central motor pool and minimize the number of individual
assignments whose need for transportation can be met through pooling.
During our interviews with division representatives, we were told that the
process of checking out a pool vehicle was difficult. Units were not always
available and were difficult to locate.

In Attachment H-7, we compare Lexington's cost to own and operate a
Honda Civic (pool vehicle) versus reimbursing employees to use their
own personal vehicle or renting a Ford Focus from a local rental car
agency. This comparison is used to determine the most cost-effective
way to provide occasional transportation for employees who do not need
a vehicle on a daily basis. The table reflects the costs for each of these
three travel alternatives in 10-mile daily increments. The table shows that
it is more expensive for the City to offer a pool vehicle rather than
reimburse an employee for using their personal car when traveling
distances less than 51 miles per day. For distances between 51 miles and
320 miles, it is more economical to utilize a pool vehicle and for trips
greater than 320 miles it is more economical to rent a car.

Thus, the City should encourage employees to use their personal car for
City business, where appropriate, and pay mileage reimbursement rather
than use a City vehicle or renting a car for all roundtrips of 51 miles or
less. For all round trips greater than 320 miles, the City should consider
the use of local rental car agencies.

Another option to consider is using rental car agencies to replace and/or
supplement the City’s motor pool. This option is becoming increasingly
popular among public agencies. There are many advantages to renting
vehicles including:

= A broad choice of vehicle classes (compact, intermediate,
standard, full size, cargo vans, SUV’s, 4x4 pickups, passenger
vans)

= Delivery and pickup of vehicles

= Access to new, low mileage vehicles

= Vehicles that are always clean and which have been fueled

= 24 hour road service

= Choice of daily, weekly or monthly rates

Additionally, employee guidelines and policy should be developed that
support the most economic means of transportation such as for all local
trips less than 51 miles (roundtrip), employees can either select from
Central Motor Pool or use their personal vehicles. All trips exceeding 320
miles (roundtrip) require the use of a local car rental agency.
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Recommendation H29: Eliminate the City’s central
pool and contract with a commercial car rental agency
to provide central pool services.

Use of Personal Vehicles

According to accounts payable data furnished by the Finance and
Administration Department, City employees were reimbursed a total of
$20,183 during FYO07 for mileage. Based on an average reimbursement
rate of $0.465 per mile, an estimated 43,400 miles were logged by City
employees driving their personal cars. Based on the limited data
available, it is unknown whether employees preferred using their own
vehicles for long or short trips rather than checking out a pool vehicle.

Discussions with division representatives revealed that it was difficult to
go through the process of claiming mileage reimbursement and,
consequently, many City employees do not bother to claim mileage on
short trips. As a consequence the estimate of personal mileage may be
understated.

Our review of the forms needed to claim mileage reimbursement found
that both the Travel Authorization Form and the Cash Disbursement
Request (Form 211-5) could possibly be combined in order to streamline
the process. We also learned that many divisions do not budget for
mileage reimbursement making it difficult for their employees to claim
mileage.

Recommendation H30: Develop incentives to
encourage employees to use personal vehicles when it
is more economical to do so.

Recommendation H31l: Streamline the employee
mileage reimbursement process.

Fleet Services Pool

Currently, Fleet Services does not operate a shop loaner pool. Customers
(other City employees) are required to supply their own transportation
when dropping off their vehicles and equipment for servicing.
Consequently, this arrangement requires that another employee be
responsible for dropping the customer off and picking them up after
servicing has been completed. For this reason we suggest that a loaner
pool be established that would make vehicles available for those
customers whose units are in for servicing and avoid the wasted
manpower of a second employee.

Best practices for fleet management emphasize that the size and makeup
of shop loaner pools have a direct correlation to the productivity and
efficiency of a fleet's operation. For example, an excess number of pool
vehicles might suggest that maintenance and repair work is not being
accomplished in a timely manner. Consequently, the costs associated
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with keeping a large number of pool units on hand will ultimately add to
the costs of the fleet operation and drive its overhead costs up.

Management Partners has recommended in its Fleet Checkup
Assessment Report that an overlapping or swing shift operation be
adopted for Fleet Services in which a majority of the fleet would be
serviced during hours when the units are not being used in the field. If
adopted, it would affect the number of shop loaner vehicles required.

Recommendation H32: Establish a shop loaner pool
consisting of three pickup trucks and two sedans.

Recommendation H33: Monitor the utilization of the
loaner pool for six months to determine the best type
and number of units to meet the needs of customers.

Recommendation H34: Negotiate rental agreements
with local rental car agencies for vehicles to be used
to augment the Fleet Services pool when units are out
of service due to extensive repair work or for peak
needs.

Heavy Equipment Pool

Currently, Fleet Services operates and maintains a backhoe that it loans
out to fleet customers on an as-needed basis. In addition to the backhoe,
we are recommending that Fleet Services expand its pool of heavy
equipment to include two dump trucks and one flatbed truck. These units
can be filled with units that are recommended for surplusing. The costs
associated with these units will become part of Fleet Service’'s overhead
costs. Consequently, Fleet Services will need to develop rental rates to
offset these costs.

To supplement this heavy equipment pool, it is recommended that Fleet
Services develop rental agreements with local vendors that supply similar
equipment. Additionally, the use of this equipment should be closely
monitored over the next year in order to track its utilization and determine
which units should be retained or surplused in addition to what has been
recommended in this report.

Recommendation H35: Add two dump trucks and one
flat bed truck to the heavy equipment pool.

Recommendation H36: Negotiate rental agreements
with local heavy equipment rental agencies for
equipment to augment the heavy equipment pool.

Recommendation H37: Monitor the use of the heavy
equipment pool units during the next year as well as
requests for equipment.
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Department Pools

Based on our interviews and conversations with the Fleet Services
Director it appears that a good deal of sharing takes place between
Lexington departments when it comes to heavy trucks and equipment.

Several departments do a good job of sharing their vehicles within their
organization, namely Parks and Recreation and Family Services. We feel
that Building Inspection could do a better job of pooling its vehicles which
we anticipate will occur based on our recommendation to eliminate seven
vehicles from its fleet.

Community Corrections has a large number of vans that are pooled and
utilized to transport inmates from the jail to the courthouse on a daily
basis. It is unclear whether this pool of vans is too large or not. As part of
the utilization review, we have recommended that one van be eliminated
and suggest that Community Corrections monitor their usage of vans over
the next six months to determine the optimum size of its van fleet.

Shop Labor Rate

Currently, Fleet Services does not calculate nor use a fully-burdened
labor rate which includes all the actual costs of providing service. The
lack of a formal chargeback system to fleet users has resulted in this not
being necessary.

Fleet Services currently calculates its labor rate to be $25 per hour for
light duty units and $30 per hour for heavy duty units. As part of this
review, Management Partners performed an activity-based cost analysis
of Fleet Services which resulted in determining a fully-burdened labor rate
of $94.78 per hour. This rate compares with the City’s competitors as
follows:

» Commercial dealership rates from $75-98 per hour

= Commercial independent shop rates from $77-89 per hour

» Commercial independent small equipment shop rates from $60-65
per hour

The rate of $94.78 is based upon salary and benefits rate of each
technician (mechanic) and also includes overhead costs, which are not
included in Fleet Services’ internal calculations.

In order to recover all costs associated with the provision of fleet services,
fleet users should be charged a fully-burdened labor rate which includes
salary and benefits plus all overhead.
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Recommendation H38: Calculate a fully-burdened
shop labor rate that incorporates all fleet overhead
costs as well as technician productivity (wrenching
hours). This will allow Fleet Services to properly charge
user departments and better compare the competitiveness
of the City’s fleet operation against industry leaders.

The purpose of in-house fleet services in organizations is to provide an
efficient, cost-effective alternative to private providers. At the present
time, however, the City's Division of Fleet Services is not competitive with
commercial fleet providers. Some question whether or not Lexington
should outsource all or part of its Fleet Services program. Management
Partners feels that by putting into practice the above recommendations,
including reducing overall costs and increasing the productivity of its
technicians, that Fleet Services can reach a more competitive state.

Once Fleet Services has had a chance to implement some of
Management Partner's recommendations, and prior to filing or
downgrading the Fleet Systems Manager who oversees the parts
program, we believe it would be beneficial to examine whether or not
contracting out its parts services would have any value.

As noted above, the City’s shop labor rate was calculated to be $94.78
per hour. This rate is not driven by costs alone but also includes
components of mechanics’ productivity (wrenching time). Management
Partners calculated the wrenching time of all City mechanics to be 60%;
this compares to industry norms closer to 70-75%.

The City’s shop labor rate is driven up, in part, by the large number of
managers which must be factored in, as well as lower productivity rates
for the mechanics. Based upon our analysis, the City’s mechanics spend
approximately 1,541 hours per year chasing parts and about 1,767 hours
per year delivering and picking up units from commercial vendors.
Additionally, we found another 13,664 hours of unaccounted for annual
time which we classified as hon-wrenching.

Detailed calculations of the City’s labor rates and costs can be found in
Attachment H-8.

Recommendation H39: Establish a goal to increase
mechanics’ productivity (wrenching time) from 60% to
a minimum of 70%. This can be accomplished by
implementation of the next two recommendations below.

Recommendation H40: Hire lesser-paid personnel
(“runners”) to perform duties now performed by
mechanics. This can include parts runs and transporting
vehicles to and from commercial vendors.

Recommendation H41: Reduce unaccounted time and
increase productive wrench time.
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Recommendation H42: Evaluate Fleet Services’
competitiveness and potential for outsourcing 12
months after implementation of fleet
recommendations.

The City has traditionally issued bonds to purchase new and replacement
vehicles and equipment and does not utilize an internal service fund for
fleet, as is commonly done in other jurisdictions. After an initial outlay for
purchase of the vehicles, an internal service fund requires fleet customers
to pay “rental charges” for use of fleet vehicles into a fund which then
supports future fleet replacements. This chargeback system recovers the
cost of fleet services from those using the fleet and places a cost upon
usage of City vehicles to the departments who are using them. Such a
chargeback system also passes on the full cost of this internal service to
operating departments so that the service is not itself a cost to the
government but can be viewed more accurately as a cost of providing
service to the residents.

Currently City fleet customers are unaware of the “ownership” costs
associated with their vehicles and equipment. While Fleet Services
prepares a monthly report that reflects the total cost of all labor, parts and
sublet work performed at the shop for all units within each department
(which is then debited by Finance from that department’s maintenance
accounts), departments do not see a breakdown of their maintenance and
repair costs and consequently are not aware of what it costs to own and
operate a vehicle or piece of equipment. The City lacks financial
incentives for fleet users to properly size their fleets (e.g., eliminate low-
use vehicles). When costs are identified and made visible to the
customer, they tend to economize and self-regulate fleet size and use.

The City also does not provide a means by which fleet costs are included
in the operational costs of each work unit so that their actual costs of
service can be determined. For example, the true costs of providing fire
protection to the community cannot be clearly understood without
including the costs of maintaining and operating the fire apparatus.

Finally, the use of bonding for non-capital costs is expensive. The City is
paying a premium in terms of interest rates for the replacement of its
vehicles, which are not long-term assets of the government.

Recommendation H43: Develop an internal service
fund and chargeback system for Fleet Services.
Require fleet customers to pay into the fleet services fund
on a regular basis to support future fleet replacement and
build fleet costs into work unit costs of service calculations.
A chargeback system should be developed that
incorporates fleet replacement, overhead, and operational
costs.
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A common concern regarding internal service funds is the means by
which they are governed. User departments are often concerned that
“another department” (in this case, Fleet Services) will have power to
charge them and dictate vehicle choices and costs with no input from the
customer.

An ideal means by which to address this concern is the establishment of
a Vehicle and Equipment Committee. The Committee can develop
policies and guidelines relating to vehicle assignment criteria, standby
and take-home usage, and use of personal vehicles. The Committee can
act as a platform by which Fleet Services and its customers can
communicate ongoing issues and act as a review board to evaluate all
requests for additions to the fleet.

Currently in the City, fleet policy and guidelines are developed by the
Fleet Director and sent to the Mayor's Office for approval and
incorporation into Lexington policy. Requests for additions to the fleet are
handled by Fleet Services, Finance, and the Mayor’'s Office. Management
Partners’ found the City’s criteria relating to vehicle assignment, standby
and take-home usage to be vague.

Recommendation H44: Establish a Vehicle and
Equipment Committee consisting of the Fleet director
and representatives from the City’s largest fleet users
to review and discuss fleet policies. The creation of a
Vehicle and Equipment Committee ensures customer input
into the centralized fleet process and clarity with regards to
policies and criteria for evaluation of the fleet. This
committee should be charged with developing policy and
guidelines relating to vehicle assignment criteria, standby
and take home usage and use of personal vehicles. The
committee should also act as a platform by which fleet
management and its customers communicate ongoing fleet
service related issues and act as a review board to
evaluate all requests for additions to the fleet.

Fleet Services determines which units should be removed from the fleet
on the basis of miles and hours used. This determines when a vehicle or
piece of equipment should be replaced.

While commonly used, miles and hours of use are insufficient measures
and can result in units being removed from the fleet prematurely and/or
replacement is deferred beyond optimum economic life, resulting in costly
repairs and excessive downtime.

A best practice in fleet management is to utilize “life cycle cost analysis,”
which is a combination of miles and use plus capital costs, to determine
the optimum time to determine that a vehicle or piece of equipment is
surplus.
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Recommendation H45: Utilize life cycle cost analysis
to determine the optimum time to eliminate fleet
vehicles. The City should include both usage and capital
costs in determining whether a vehicle or piece of
equipment should be deemed surplus.

Operating Hours

A critical customer service issue for fleet services operations is the timing
of their work. Because many fleet vehicles are necessary in the
performance of department work, it is difficult to have them on “down
time” for repairs or service.

Currently Fleet Services works on vehicles and equipment from 7:00 a.m.
to 6:30 p.m., Monday through Friday. Customers interviewed for this
review noted that a customer service improvement would be to have their
units worked on when they were not being used, e.g., outside of regular
work hours.

Recommendation H46: Expand the hours of operation
for Fleet Services to accommodate service to
customers outside of their normal work hours.

Fire Department Fleet Maintenance

The City’s Fire Department maintains the majority of its own fleet at Fire
Headquarters. Most of the Fire Department’s light duty units are either
stationed at this location or frequently visit there making it convenient to
have their vehicles serviced while conducting business. Heavy fire
apparatus has always been maintained at this location where designated
fire mechanics are stationed. The Fire Department maintains 150 pieces
of equipment, primarily pumpers, aerials, ambulances and various trucks
and SUVs. Approximately 10 sedans are maintained by the City’s central
Fleet Services shop.

As part of this review, Management Partners visited the Fire
Department’s fleet maintenance operation and observed that the facility is
too small to accommodate the number of mechanics and fleet staff and
that there is a lack of shop equipment, especially lifts. We did not
evaluate the costs of the operation and its competitiveness relative to the
marketplace as part of this study.

Operating a satellite fleet operation outside of the central one is not
necessarily a problem, but the lack of space and equipment results in an
opportunity to review this structure.

Recommendation H47: Perform a detailed analysis of
Fire Department fleet operations and determine the
best location for fire fleet servicing. The City should
convene a task force of representatives from Finance,
Fleet Services, and the Fire Department to analyze current
operations and agree upon a plan for the future. This
analysis should consider the service and financial impacts
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of: 1) transferring maintenance of the Fire Department's
light duty trucks and SUVs to the central shop and leaving
maintenance of heavy equipment at the present location;
2) transferring maintenance of the Fire Department’'s 10
sedans from the central shop to the Fire Department’s
maintenance facility; and 3) merging maintenance of the
City's general fleet with the Fire Department's fleet,
perhaps in conjunction with the Fire Department’'s move to
a new maintenance facility in the future. Establishing two
central shops is a potential option.

Police Officer Take-Home Vehicle Policy

The City’s Vehicle Use and Assignment Policy allow sworn police officers
non-restricted use of vehicles for use after regular work hours. Out of the
City’s 564 total patrol units, 533 (94.5%) are taken home on a regular

basis.

Having assigned vehicles require three times as many patrol cars as a
pool car system, and represents a significant capital investment.

However, there are also distinct advantages to the current system:

Officers are able to respond to calls more readily while off duty.
Savings are realized due to increased officer productivity as a
result of not having to check out a pool car and transfer gear from
one car to another.

Savings realized by not having to provide parking for officers’
personal cars.

Life-cycle cost savings realized by extending the replacement
intervals of patrol units, which are driven less than 24 hours, 7
days per week for pool cars.

The program represents a valuable fringe benefit to the police
officers. The City of Tacoma study (referred to below) estimates
the value of this benefit at $10,000 per year.

Several studies have supported the advantages of the police
assigned vehicle program. Two in particular we reviewed: Dr.
Bruce Mann and Dr. Douglas Goodman published in Police Fleet
Manager Magazine, May 2004; 2) A cost benefit analysis of the
assigned vehicle program for the City of Tacoma Police
Department conducted by Donald T. Lauria. He concluded "the
BC analysis provided convincing evidence that it is far better for
the city to assign vehicles to police officers than for them to use
vehicles from a pool."

In 2005, there were 4,242 responses by off-duty officers and
4,426 in 2006. In Lexington, having a one-to-one car plan seems
to have some evidence to support it.

Recommendation H48: Conduct an analysis of the
City’s one-to-one car plan for police vehicles. While it
seems that the practice makes sense, the City should
verify the policy by conducting an in-house study using the
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methodology referenced in the reports cited above and
apply their own data and assumptions.

Division of Parks and Recreation

The Division of Parks and Recreation provides parks and recreation
facilities and programs for the community and has the following primary
responsibilities:

e Acquisition and maintenance of parks, open spaces, and
recreational facilities.
Provision of recreation programs to the community.

¢ Planning, design, and implementation of parks capital projects.
Operation of aquatics and golf programs and facilities.

The Division of Parks and Recreation consists of 186 regular City
employees and additional seasonal staff. The division has a budget of
$21.1 million, with 51.7% of that spent on salaries and benefits. The
current organization structure is shown in Figure H7 below.
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FIGURE H7: CURRENT PARKS AND RECREATION ORGANIZATION CHART
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Parks and Recreation operates 102 parks consisting of more than 4,500
acres, as well as green space areas with six golf courses, six community
centers and nine aquatic facilities. In addition, the division maintains 300
other City properties.

Parks and Recreation Resources

One element of the evaluation of the Lexington Parks and Recreation
Division by Management Partners involved a comparison of best
practices and operational data from other cities and counties. One of the
sources used for this comparison was the publication The Excellent City
Parks System: What Makes It Great and How to Get There published by
The Trust for Public Land. Attachment H-9 illustrates some of the key
comparative data that The Trust for Public Land used to compare the
park systems of major cities in this country. As shown in these data, the
Lexington system is among the leaders in the number of park acres per
thousand residents. This is an important measure of the community's
commitment to parks and open space. Lexington provides 20.6 acres per
1,000 residents compared to median of 12.2 acres for the other cities
surveyed. Lexington also allocates substantially more resources to its
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parks system than the comparable cities and counties. The median
spending on parks for the cities listed is $71 per resident compared with
$99 per resident for Lexington.

The Trust for Public Land outlines in its publication what they considered
the following seven measures of an excellent city parks system:

1. A clear expression of purpose.

2. Ongoing planning and community involvement.

3. Sufficient assets in land, staffing, and equipment to meet the
systems goals.

Equitable access.

User satisfaction.

Safety from physical hazards and crime.

Benefits for the city beyond the boundaries of the parks.

No ok

Lexington’s park system compares well when evaluated with the detailed
elements for each of these major factors. However, the division has an
opportunity to make substantial improvements in measures 1, 2, and 5
(cited above) through the update of its master plan which is scheduled for
2008. The new master plan should place emphasis on clearly articulating
the mission, vision and core services for the division. The plan should
outline a proposed funding strategy for the division which includes a
greater reliance on non-General Fund revenues. There is also an
opportunity to improve the collection and use of data from customers to
better meet their key expectations and to measure the performance of the
division.

The following findings and recommendations apply to the Division of
Parks and Recreation.

Management Structure

A review of the division’s organization chart shows that there is limited
span of control for existing managers. Currently, all three Enterprise,
Recreation-Programming, and Recreation-Special Programs
superintendents have highly similar responsibilities: managing recreation
programs.

The Special Programs superintendent and Planning and Design
superintendent positions are responsible for fewer positions and
resources than is typical for a superintendent position in a city the size of
Lexington. Table H6 below shows the number of direct reports for each
superintendent position.
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TABLE H6: PARKS AND RECREATION SUPERINTENDENT DIRECT REPORTS

Number of Direct

Position Reports
Enterprise Superintendent 3
Recreation-Programming Superintendent 4
Recreation — Special Programs Superintendent 3

By eliminating two of these superintendent positions and consolidating
responsibilities, there will be cost savings which can be used, in part, to
add a management analyst position to the Director's Office in order to
increase management analysis support. Each superintendent also has an
administrative specialist, which would be eliminated by consolidating
responsibilities with the remaining superintendents.

The Deputy Director position is currently vacant, which allows the director
to adjust assignments and responsibilities to accommodate the
recommended reorganization.

Recommendation H49: Eliminate two of the
superintendent positions and each of their
administrative specialists and consolidate
responsibilities with the remaining superintendents.
Their responsibilities can be consolidated with the
remaining superintendents.

Recommendation H50: Create a management analyst
position to report to the director. Implementation of
both recommendations will result in annual savings of
approximately $180,000 in salaries and benefits.

Figure H8 shows the proposed organization chart of the new Parks and
Recreation Division.
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FIGURE H8: PROPOSED PARKS AND RECREATION ORGANIZATION CHART
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Reallocating current staff and budgets will result in the following
arrangement, as shown in Table H7 below.

TABLE H7: REALLOCATED PARKS AND RECREATION STAFF AND BUDGETS

Current Division Organization FTEs Budget

Maintenance 102  $8,001,710
Recreation - Special Programs 20 $1,119,660
Recreation - Programming 18 $2,518,430
Enterprise 38 $6,159,910
Planning & Design 5 $ 669,110

Proposed Division Organization FTEs Budget

Maintenance 78 $7,172,536
Recreation 72 $9,558,000*
Planning & Design 3 $ 549,000**

*$60,000 transferred to Administration to create an Analyst position
** Positions and funds transferred to Public Works & Development

To put these consolidated numbers into perspective, the City of Aurora,
Colorado is about the same size as Lexington, and only has one
recreation superintendent that is responsible for 69.3 FTEs and a total
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budget of $10,300,602; this is very similar to the recommended Lexington
organization.

Capital Projects Process

A key component to any parks and recreation operation is the timely
execution of the construction of new facilities and capital projects. Parks
and Recreation manages a large annual capital improvement program
with multiple sources of funding. Parks and Recreation capital projects
include a mixture of both purchased items and design/construction
projects. Replacement value of the capital assets under Parks and
Recreation’s jurisdiction is estimated to be approximately $91.5 million.

In Lexington, capital project management is behind schedule; Parks and
Recreation is currently working on numerous projects carried over from
prior budget years. The current five-year CIP includes $21 million in
proposed projects. The current capital projects schedule includes 85
projects with a total value of $8.1 million. The majority of these projects
(70%) have a budget of less than $50,000. The nature of these small
projects increases the cost of project planning design and construction.
Many of the projects also involve an extensive neighborhood review
process. New projects are routinely added as a part of the annual budget
process rather than a programmed five-year CIP process. Project design
may be performed by Parks and Recreation staff or contracted if staff
lacks the necessary expertise.

Based on the development of a process map (see Attachment H-10) and
interviews with staff, Management Partners identified several key
opportunities to improve the process. According to staff, the design and
construction contract selection process is cumbersome and creates
delays through the required review and approval process, particularly with
respect to purchasing. The early purchasing cut-off date and late budget
re-appropriation process causes project funds to be unavailable for up to
five months per year. Purchasing thresholds are restrictive for capital
projects, requiring quotes over $1,000 and formal quotes over $5,000;
because park projects are almost all capital, Parks and Recreation does
not undertake anything under $1,000 and most are over $5,000 — formal
bids can take six weeks to two months to complete and obtain the
necessary approvals to begin work.

Due to a City requirement that the Council must approve contract change
orders, it can take four to six weeks for them to be processed,
significantly delaying work. In many cases, the project is completed
before the change order is approved which, in turn, holds up final
payment; in other cases, it can stall project progress and cost the City a
remobilization fee.

The Parks and Recreation project schedule list includes a number of
projects carried over from previous budget years, showing that project
throughput and delivery is not maximized.
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Recommendation H51: Centralize capital project
management requiring preparation of plans and
specifications, bidding and construction management
in Public Works and Development. With as many as 85
individual projects scheduled annually, the Parks and
Recreation CIP represents a complex project management
challenge. A primary role of the Department of Public
Works and Development is to manage capital projects.
One of the park designers and the project coordinator from
the Parks Planning and Design section, will be assigned to
the Capital Projects Division to assist with implementation
of Parks and Recreation projects. This recommendation
needs to be coordinated with recommendation J2 which
establishes a new division in Public Works and
Development dedicated to managing capital projects for
the entire organization.

Recommendation H52: Review and re-appropriate
budgeted and funded CIP projects prior to purchasing
cut-off date.

Recommendation H53: Develop a process to award
contracts exceeding administrative approval limits to
successful bidders within 30 days of selection. This will
require amendments to Council policy.

Recommendation H54: Approve change orders
administratively to the recommended bid-opening
threshold limits of $10,000 or 10% of the contract,
whichever is greater.

Recommendation H55: Establish a "small works
roster" of pre-qualified designers and contractors for
small parks capital projects. These pre-qualified firms
could be selected through a streamlined proposal process
to design or construct small capital projects under
$50,000. Seventy percent of the current CIP projects fall
below that threshold.

Recommendation H56: Develop and adopt a five-year
Parks and Recreation CIP. The CIP will schedule each
approved project over the five-year plan. This will allow
the City to program and prioritize parks capital projects in a
five-year schedule which is reviewed annually. This
recognizes that capital projects require several years to
plan and complete.

Parks Building Maintenance

Based on field research, no single organizational unit in Lexington is
responsible for managing the facilities held by the City. Given the size of
the City's assets, this presents an opportunity for economies of scale. The
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maintenance responsibility for these facilities has been subdivided into
four separate departments, Building Maintenance in General Services,
Parks and Recreation, Fire, and Sanitary Sewers; the approach to
building maintenance varies among them. This is not a best practice.

Creation of the new division will require additional resources, however
considering the significant value of the facilities owned by the City and the
opportunities for savings the new expenditures will be offset in a short
payback period.

Furthermore, it is unknown how much total square footage is maintained
by the City. The City owns between 544 and 574 buildings. There are
more than five different real property and facilities lists maintained by the
government, none of which are complete. Depending on which list is
consulted, Fire Station 14 is located at either 1528 or 1530 Roanoke Rd.
Similar addressing questions exist with other buildings as well.

During the course of additional research in Facility Management best
practices, a pattern of fundamental and specific practices and structures
that high performing municipalities routinely utilize was identified.

All best practice communities surveyed had the building maintenance
function within a Building/Facilities Management Department. While this
function can have a variety of responsibilities, it is an accepted best
practice to have asset maintenance functions centralized. This allows for
greater cooperation, streamlined service delivery, which is ideally
delivered at a lower cost to the government.

Recommendation H57: Transfer the appropriate
responsibilities From the Parks Maintenance division
to the newly created Facilities and Fleet Management
Division. See table HX for a detailed list of employees
who will be affected by this, and other recommendations in
the Parks and Recreation section of the report.

Staff Locations

Currently, the division’'s administrative staff members are located in
multiple buildings, which have a negative impact on communication and,
potentially, morale.

Some facilities, such as offices in community centers, are inadequate.
There is a visible difference in the quality of the administrative buildings,
which can potentially lead to morale issues. More importantly, having
administrative staff located together in one building will foster better
communication, among each other, but also with the director.

The Parks and Recreation Director has identified a potential building
adjacent to the current administrative offices which might be suitable to
house the administrative unit.
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Recommendation H58: Consolidate administrative
staff into one building.

Recreation Fees

The Park and Recreation Division operate many of its programs using
enterprise funds. Traditionally, enterprise funds are self-supporting “mini-
businesses” within the City, with revenues required to match or exceed
expenditures. However, in Lexington, several enterprise programs are
being subsidized by the General Fund (meaning that the “business” is not
staying afloat). The only program that is entirely self-funded is the
Extended School Program (ESP); all other programs (including golf) are
subsidized.

In FYQ08, the total budget for the Parks and Recreation Division is $21
million with revenues of $4.5 million. This requires a net General Fund
appropriation of $16.5 million or approximately 78% of the total budget.

Lexington’s recreation fee revenue (excluding golf, which should be
separated as an Enterprise Fund), as noted in Table H5 below was $1.3
million in the most recent fiscal year. This amounts to $4.78 per capita
which is substantially lower than comparable cities and counties. In a
2006 survey of 125 cities and counties, the International City/County
Management Association (ICMA) reported an average per capita non-golf
recreation revenue of $13 per capita. Although it may be necessary to
increase recreation revenues gradually in Lexington, if the City collected
fees at the average level of the cities in the ICMA survey, the division
would generate an additional $2.2 million annually.

One approach defined in the policies of many best practice cities is to
establish a maximum dollar amount for the General Fund subsidy of the
recreation program. Currently, the $1.3 million in annual recreation
revenues represents 35% of the total recreation expenditures. The $2.3
million remainder is provided by the General Fund. There is no standard
amount of General Fund support that fits every community. The
appropriate standard depends on policy objectives of the Council and an
assessment of who benefits from recreation programs. In most cities, as
competition for General Fund resources for basic city services increases,
user fees that support specific users such as recreation programs are
increased in order to reduce General Fund support. The primary
advantage of establishing a standard for the General Fund support of the
recreation program is that it establishes a stable level of support for the
program, limits increases in General Fund support, and encourages
recreation managers to plan and implement recreation programs that
attract enough participants to generate adequate revenues to support
new programs or Services.

Table H8 below shows total budget and revenues per capita for some of
the City’s enterprise funded recreation programs.
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TABLE H8: REVENUES FOR ENTERPRISE FUND RECREATION PROGRAMS

Per Capita

Revenues Revenues

Golf $3,261,107.42 $ 11.83
Swimming $ 490,848.31 $ 1.78
Recreation $ 434,836.89 $ 1.58
Rental $ 215,836.50 $ 0.78
Concessions & Vending $ 129,69881 $ 0.47
Jacobson Marina $ 22,881.00 $ 0.08
Total $4,555,208.93 $ 16.52

The division is aware of the relatively low revenue recovery and convened
a subcommittee of Council members, accountants, representatives of
Parks and the Commissioner of General Services to review and address
the issue. The subcommittee met several times over a three month period
with the goal to update the current fee structure in order to charge in
accordance with community benefits, recover costs where appropriate,
and bring costs and revenue closer into alignment.

In February 2000, the Parks and Recreation Division presented
recommendations for changes to fees and charges to the Lexington-
Fayette Urban County Council, which must approve any amendments to
the fee structure. The Council approved the policy and recommended fee
increases at that time. However, there have been no recreation fee
increases approved since the spring of 2004. Consequently the fee
levels for recreation have followed substantially below approved policy
cost recovery levels.

Table H9 below shows adopted cost recovery schedules for various parks
and recreation programs.
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TABLE H9: PARKS AND RECREATION COST RECOVERY SCHEDULE

Fee Category Who Benefits? Cost Recovery Structure

Public Services Entire Community Charge no fees - subsidize all costs
Community Center Programs

Free Public Activities

Merit Services Participants Recover 50-70% of direct costs
Youth Sports Maybe Others
Nature Walks

Swimming Admission
Therapeutic Recreation
Swim Lessons Recover all direct costs
Special Events
Community Center Gym / Meeting Rooms
Pedal Boat Rentals
Private Services Only Participants  Recover all direct and indirect costs
Adult Sports
Adult Classes
Camps
Extended School Program
Athletic Rentals
Pool Parties
Showmobile
Houses For Rent
Facility rentals/park reservations for youth activities
Commercial Use of Facilities Only Participants Recover all costs plus a profit
Tournaments

Facility Rentals to Adults

Recommendation H59: Decrease the General Fund
subsidy for enterprise programs.

Recommendation H560: Increase recreation fees
immediately to be consistent with the current policy.

Recommendation H61: Revise the recreation fee policy
to establish an annual not-to-exceed amount for the
General Fund support of recreation programs and
encourage recreation managers to provide innovative
programs that generate additional revenue.
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Recommendation H62: Revise the recreation fee policy
to provide for approval of Parks and Recreation fees
administratively by the Commissioner of General
Services. Proposed fee increases will be reviewed and
recommended by the Parks Advisory Board.

Golf Program

The golf program in Lexington is not a self-supporting enterprise fund and
there is no equipment replacement plan in place. The General Fund
provides a $1.6 million subsidy for golf services (including $1,152,297 in
debt service). Golf equipment is replaced not on a life-cycle cost model,
but instead only when money is available from the General Fund in the
City's annual budgeting process.

Table H7 below shows the expenses (excludes capital) and revenues for
Lexington’s six golf courses. As can be seen, only two earned a profit in
FYQ7, while the other four lost money, leading to an overall operating loss
for golf operations of $447,703. Overall Lexington loses $3.21 per golfer.
The figures in Table H10 are strictly operating costs and do not include
debt service.

TABLE H10: FY 200707 GoOLF COURSE EXPENSE REPORT ENDING JUNE 30, 2007

Number of Golfers
Expenses
Personnel
Operating
Sub-total

Cost of goods sold

TOTAL

Expenses per Golfer

Revenues
TOTAL

Revenues per Golfer

Profit / (Loss)

TOTAL

Profit / (Loss) per
Golfer

Lakeside Tates Creek Avon Meadowbrook Kearney Picadome TOTAL
33,736 33,678 8,601 14,092 25,005 24,241 139,353
$512,470 $ 461,180 $ 94,470 $ 138,550 $ 661,630 $ 495,410 $2,363,710
$ 187,130 $ 206,350 $ 52,520 $ 43580 $ 272,120 $ 234,940 $ 996,640
$ 699,600 $ 667,530 $ 146,990 $ 182,130 $ 933,750 $ 730,350 $ 3,360,350
$ 95520 $ 90,452 $ 7,522 $ 6,585 $ 90,396 $ 57,785 $ 348,260
$ 795,120 $ 757,982 $ 154,512 $ 188,715 $ 1,024,146 $ 788,135 $ 3,708,610
$
$ 2357 $ 22.51 $ 17.96 $ 13.39 $ 4096 $ 32.51 26.61
$ 829,296 $ 761,662 $ 125,092 $ 111,947 $ 847,088 $ 585,823  $ 3,260,907
$
$ 2458 $ 22.62 $ 1454 $ 794 3 3388 $ 24.17 23.40
$ 34,176 $ 3,680 $ (29,420) $ (76,768) $(177,058) $(202,312) $ (447,703)
$ 1.01 $ 0.11 $ (342 $ (5.45) $ (7.08) $ (8.35) $ (3.21)
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($12.74

As a comparison with the operating results of other city-owned golf
courses, the ICMA data listed in figure H11 below shows per capita net
revenues for other cities nationwide. Currently Lexington has a net
operating loss per capita of ($1.65) which places Lexington substantially
below average in these comparisons of net operating results

FIGURE H11: NET REVENUES PER CAPITA FOR GOLF IN OTHER CITIES (NOT
INCLUDING DEBT SERVICE)"
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Similarly, ICMA data in Figure H12 below shows the percentage of total
recreation revenues for which golf revenues account in other cities. By
way of comparison, in Lexington, Golf Services revenues account for
71.6% of total revenues. These data show that Lexington receives a

L ICMA Center for Performance Measurement, ICMA Comparative Performance
Measurement Report FY2006 Data Report (Washington, D.C. : International
City/County Management Association, 2006), 461.
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comparatively small amount of non-golf revenue as a total of

recreation revenue.

FIGURE H12: GOLF SERVICES REVENUES AS PERCENT OF TOTAL

RECREATION REVENUES®
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Since golf is specialized and an optional recreation program, most best
practice cities operate golf as a true enterprise fund, charging user fees
which are sufficient to fund the operation. In addition, they create a long-
range plan for capital investment and renovation in order to ensure that
the costs of these undertakings are built into the user fee structure.

Recommendation H63: Establish an enterprise fund for
golf services. Implementing recommendations for the golf
program in this report should eliminate the general fund
subsidy of the golf fund. If, however, the golf program is
unable to eliminate the subsidy within 18 to 24 months the
City should evaluate contracting management and
operations of the City’s golf assets.

Recommendation H64: Create an equipment
replacement plan and dedicated funding for
replacement of golf equipment.

Recommendation H65: Increase golf fees to fully
recover costs. By allowing the General Fund to subsidize
golf operations, the City is forcing non-golfers to pay for the
recreational endeavors of golfers.

Recommendation H66: Reduce costs by contracting
course maintenance

Recommendation  H67: Increase golf capital
improvement funding to cover renovation of courses
and facilities.

Under-Utilized Recreation Facilities

The City currently owns and operates nine community swimming pools,
including some new, more modern aquatic centers. Since the aquatic
centers have opened, all of the smaller pools have experienced poor
annual attendance. A tenth pool, the Avon Pool, was recently
permanently closed.

Table H13 below shows the expenses and revenues for the nine pooals, in
decreasing order by attendance. As can be seen, the Southland pool had
more than 33 times the attendance of the Picadome pool in FYQ7.
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TABLE H13: FYO7 SWIMMING EXPENSE REPORT ENDING JUNE 30, 2007

Attendance
Expenses

Total

Expenses per
Swimmer

Revenues

Total

Revenues per
Swimmer

Profit / (Loss)

Total

Profit / (Loss) per
Swimmer

Southland Woodland Tates Creek Shillito Castlewood Douglass Constitution Berry Hill Picadome

73,950 43,846 31,618 17,796 12,442 9,534 6,850 6,472 2,203
$ 115,820 $ 118,500 $ 95320 $ 61,670 $ 76,220 $ 31,223 $ 41,360 $ 43,320 $ 14,280
$ 1.57 $ 2.70 $ 301 $ 3.47 $ 6.13 $ 3.27 $ 6.04 $ 6.69 $ 6.48
$ 184,176 $ 118,345 $ 92680 $ 38,173 $ 28,842 $ - $ 10,689 $ 14,069 $ 2,396
$ 2.49 $ 2.70 $ 293 % 2.15 $ 2.32 $ = $ 1.56 $ 2.17 $ 1.09
$ 68,356 $ (155) $ (2,640) $(23,497) $ (47,378) $(31,223) $ (30,671) $(29,251) $(11,884)
$ 092 $ 0.00 $ (0.08) $ (132 $ (381 $ (3.27) $ (448 $ (452 $ (5.39)

Total
204,711

$ 597,713

$ 2.92

$ 489,370

$ 2.39

$(108,344)

$ (0.53)
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Pools are important to the community but also very expensive to operate.
Valuable resources are being used to operate and maintain pools in
Lexington that are not being utilized by many residents.

Recommendation H68: Close the Constitution,
Berryhill, Douglass, and Picadome public swimming
pools. Closing these four pools would save the City almost
$100,000 per year — money that could be reinvested into
alternative  recreation programming in the same
neighborhoods that better meets the interests of the
communities — and residents could still utilize the
remaining City pools.

Special Events

Parks and Recreation staff indicates that special events constitute a
substantial part of their workload. However, currently there is no method
for tracking how much special events actually cost the City.

It is essential to understand how much special events are costing, in
order to set appropriate priorities for allocation of scarce resources.
Special events are important to community pride and identity, but cannot
be continued without full knowledge of the costs so that policymakers can
make informed choices.

Recommendation H69: Inventory and identify costs for
special events and prioritize them during the budget
process. As with all other expenditures, special events
should be reviewed on a regular basis as to cost and
necessity as part of the annual budget process.

Franchise Fields

As in most cities, Lexington’s Parks and Recreation Division allow sports
franchises such as soccer and Little League to use City-owned fields.
There is a visible difference in quality between franchise and non-
franchise fields, although this is explained by volunteers from franchise
leagues taking many hours of time to groom and prepare the fields to
make them better looking.

This leads to concerns about potential favoritism by the City towards the
franchise groups. In addition, there is confusion regarding the policies of
franchise field use. There is a perception by Parks and Recreation
Division staff that the use of franchise fields by the general public is
inappropriately limited.
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Recommendation H70: Examine contracts with
franchise leagues to determine if the revenue
generated is appropriate for the level of service
received.

Recommendation H71: Rewrite and communicate
community franchise field use policies so they are
clear.

Parks and Recreation Marketing

Due to conflicts between staff in the past, the Division’s marketing and
communication efforts were split. Marketing responsibilities are now
divided between an organizational unit in the Enterprise Section and one
in the Recreation Section, each reporting to different superintendents.

Best practice research indicates that a coordinated marketing and
communication plan is essential for an effective Parks and Recreation
division. Consolidating marketing staff into one organizational unit will
ensure better communication and efficiency, with less likelihood of
duplicated or conflicting efforts.

Recommendation H72: Consolidate the marketing and
communication functions of the Parks and Recreation
Division into the City-wide marketing and
communications unit recommended elsewhere in this
report.

The staffing changes in Parks and Recreation are summarized in Table
H14 below.

TABLE H14: PARKS AND RECREATION RECOMMENDED PERSONNEL CHANGES

Division of Parks and Recreation

Benefit

Position Action FY 2008 Salary Rate Total

24 positions transferred from parks operations *Transferred Out $669,769 23.80% | $829,174.02
Public Information Officer *Transferred Out $50,352 23.80% | $62,335.78
Public Information Officer *Transferred Out $47,287 23.80% | $58,541.31
Recreation Manager - Graphics *Transferred Out $37,320 23.80% | $46,202.16
Park Designer *Transferred Out $47,227 23.80% | $58,467.03
Project Coordinator *Transferred Out $48,312 23.80% | $59,810.26
Graphics Assistant *Transferred Out $25,724 23.80% | $31,846.31
Staff Assistant - Graphics *Transferred Out $33,179 23.80% | $41,075.60
Program Supervisor - Tubby's clubhouse **Transferred In $58,411 23.80% | $72,312.82
2 Recreation Superintendent's Eliminated $132,176 23.80% | $163,633.89
2 Administrative Specialists Eliminated $94,195 23.80% | $116,613.41
Administrative Analyst Created $40,000 23.80% | $49,520.00
Total Savings $230,727.30

* Because these position were transferred out of the division, government-wide cost savings are not experienced
** Because these position were transferred into the division, government-wide costs are not experienced
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Conclusion

The General Services Department will benefit from streamlining its
organizational structure in a variety of ways throughout all of its
divisions. The City can eliminate under-utilized fleet vehicles and
provide transportation through a variety of alternative means
including reimbursement of employee use of personal vehicles
and agreements with rental car agencies. Parks and Recreation
can reduce General Fund subsidies of user fee programs such as
golf by making them true enterprise funds and passing true costs
of the programs on to users. Improving the parks capital projects
process, closing under-utilized facilities, and creating a
consolidated facilities and asset management program will all
improve the City’s bottom line and help to ensure the most
efficient use of scarce resources.
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|. DEPARTMENT OF LAW

The Department of Law provides legal support, representation, advice
and risk management services on behalf of the City. The department is
administered by the Commissioner of Law, who is appointed by the
Mayor. The department has 38.7 FTEs working in the three divisions
listed below, under the supervision of the Commissioner of Law, and as
shown in Figure I1.

» Risk Management
= Corporate Law
= Litigation

FIGURE |1: DEPARTMENT OF LAW ORGANIZATIONAL STRUCTURE

Commissioner of Law

Deputy
Commissioner /
Director of Corporate

Counsel
[ 1
Director Director
Division of Risk Division of
Management Litigation
[ I I ]
Administrative Risk Manager Risk Manager
Attorney Sr. Specialist Claims and Safety and Loss Attorney Sr.
P Underwriting Control
T T — T
Staff )
L " Claims Safety ||
Assistant Adjuster Specialist Paralegal
Exposure | {Industrial Hygienist/ Administrative | |
Analyst Loss Control Specialists Sr.
H Staff Assistant Sr. | Y Adm|n|§trgtlve Law Clerks —
Specialist
Risk Finance Clerical |
Accountant Assistant
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The budget for the three divisions and the contribution to the self-
insurance fund for FYO08 is $11,649,820, an increase of 32.3% over the
department’'s FYO7 budget due, in part, to the addition of the Division of
Risk Management to the department and an increase in the amount
required by actuaries to cover claims in the City’s self-insurance fund.

Division of Risk Management

The Division of Risk Management provides risk management services for
the City and is administered by the Director of Risk Management. In
addition to administration of the division, discrete programs are Claims
and Underwriting, Safety and Loss Control, Contract Review and Risk
Management Accounting, with the last two programs consisting of one
employee each. Primary responsibilities of the division include:

e Administering the risk and insurance programs, including
oversight of the City’s self-insurance program

Contract review

Safety and loss control

Employee safety training

Administration of risk and insurance programs

Maintenance of inventories for insurable properties and equipment
Identification, measurement, and treatment of risk and
performance of loss control audits

The FYO8 General Services Fund budget for the Division of Risk
Management is $9,245,560, an increase of 39.3% over last year, due in
part to an increased contribution to the self-insurance fund to cover
potential City liability.

In July 2007 the Division of Risk Management was transferred from the
office of the Chief Administrative Officer to the Department of Law. All
employees and responsibilities of the division were transferred to the
Department of Law and placed under the supervision of the
Commissioner of Law. Since the division operated as a complete
functional unit under the Chief Administrative Officer handling all aspects
of risk management, the division’s complement of employees continues to
include individuals with skill sets generally found in, and supervised by,
other divisions within the City.

The following findings and recommendations apply to the Division of Risk
Management.

Risk Management Operations

The Division of Risk Management has several important components
which can be divided into two main categories: the legal aspects relating
to claims management and review of contracts, and the matters which
directly relate to employee actions, safety, health, work conditions, and
loss analysis. While the legal aspects logically reside within the
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responsibilities of the Law Department, the employee related components
more directly relate to the functions performed in the Human Resources
Division and other units of the Finance Department and the General
Services Department.

Risk Management was for many years a separate division under the
supervision of the Chief Administrative Officer drawing personnel of
various skills together with a single mission of reducing the City’s risk. As
a result, the division had an attorney, an accountant, employee trainers,
analysts, safety specialists, and environmentalists on staff.

When the divisions under the Chief Administrative Officer were
transferred to various departments earlier this year, the Division of Risk
Management was transferred to the Department of Law. In addition to
claims management and contract review which relate to the legal
functions of the office, the Commissioner of Law also became responsible
for building inspections for insurance coverage, risk loss analysis, safety
training for employees, auditing and many other duties that bear no direct
relationship to the mission or expertise of the Department of Law.

The Department of Law’s mission is to provide legal advice, counsel,
representation and assistance to the City through legal professionals.
Maintaining a separate Division of Risk Management under the
supervision of the Department of Law which includes the non-legal
components and duplicates the types of services provided by other
departments is an inefficient and costly use of legal resources, training
and expertise of the department to supervise staff in areas competently
covered by other departments. Risk and safety responsibility are often
placed in Finance or Human Resources departments, while claims are
frequently a function of the legal departments as the precursor to potential
litigation.

A comparison with benchmark Risk Management divisions was
inconclusive because the various functions performed by this stand-alone
division were incorporated in many instances into other departments;
however, it appears that given the use by Lexington-Fayette Urban
County Government of third party administrators for management of the
claims functions, staffing levels of the division were higher than
comparable staff levels in other jurisdictions.

The largest of the Lexington peer benchmark jurisdictions, for example,
had a Risk Management Division in the Finance Department. They were
responsible for identifying major exposures to accidental loss of assets,
analyzing the exposures identified to determine the most cost-effective
risk management technigues to minimize the risks, determining the most
cost effective funding mechanism to pay for losses, processing all claims,
largely by supervising third party claims administrators and reviewing
professional and personal service contracts to ensure that appropriate
risk control measures are in place and that contractors’ insurance expiring
during the life of the contract is renewed. The division contracts for
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actuarial services, secures insurance when necessary, and administers a
subrogation and property damage recovery program. Only five positions
were specifically identified as risk management classifications: risk
management analyst, risk management supervisor and three risk
management technicians.

Recommendation I[1: Separate the functions now
contained in the Division of Risk Management into two
separate components. They should be separated
according to legal functions relating to claims and litigation,
and non-legal functions which are primarily related to
employees and internally focused on protecting the human
resources and financial assets of the City.

Recommendation 12: Retain under the supervision of
the Commissioner of Law the legal aspects of claims
management and settlements, coordination of litigated
claims with external counsel, third party administrator
contract negotiation and monitoring, management of
the insurance program and contract review and
administrative support for those functions.

Recommendation 13: Eliminate the risk finance
accountant position. Accounting and audit functions are
provided in the Accounting Division of the Finance
Department and there is no longer a need for the position
to exist.

Recommendation 14: Eliminate the exposure analyst
position. Inspection of City buildings for exposure to risk
can be accomplished within the building inspection
program of the Real Estate Asset Management Division
and responsibility for claims investigation and risk
identification is the subject of third party administrator
contracts.

Recommendation 15: Eliminate the vacant safety
specialist position. The responsibilities formerly assigned
to the position can be merged into the existing safety and
risk loss positions.

Recommendation 16: Transfer remaining division
personnel performing employee-oriented functions
into the Finance Department in a Risk Management
division. Some of the tasks to be transferred include
employee training, job safety, safety standards and
working conditions, identification of risk exposure, loss
prevention and loss control. Transfer an administrative
specialist and a staff assistant to support these functions
and to assume the in-house responsibilities for services
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Total

previously provided by contract to the division by an
insurance consultant/broker.

Recommendation 17: Evaluate whether there is a
duplication of the claims adjuster services provided
through  existing contracts with third party
administrators. If duplication exists, eliminate the position
of claims adjuster in the Risk Management Claims section.

Recommendation 18: Transfer the attorney senior
position (formerly risk management contract
specialist) to one of the legal services divisions in the
Department of Law.

position savings achieved by implementing the following

recommendations related to the Risk Management Division of the Law
Department is summarized in Table L1 below:

Elimination of the Risk Management Accountant position resulting
from consolidating accounting functions in Finance Department.
Elimination of Exposure Analyst position resulting from
consolidation of inspection functions in the Real Estate Asset
Management Division and duplication of services provided by third
party administrator contract.

Elimination of the vacant Safety Specialist position resulting from
consolidation of functions within Risk Management Division.
Eliminate Claims Adjuster position resulting from duplication of
services provided by third party administrator contract.

TABLE |1: DEPARTMENT OF LAW POSITION SAVINGS

Position FY 2008 Salary* Benefit Rate Total

Risk Finance Accountant $44,023.20 23.8% $54,500.72
Exposure Analyst $47,361.60 23.8% $58,633.66
Safety Specialist $47.361.60 23.8% $58,633.66
Claims Adjuster $47,361.60 23.8% $58,633.66
Total Savings $230,401.7
*Salaries are midpoint of range

Prior to the division’'s transfer to the Department of Law, the

administration of third party administrator contracts, settlement authority,
and recommendations for outside counsel were primarily the function of
the Division of Risk Management under the supervision of the Chief
Administrative Officer. With the responsibility for monitoring and oversight
of claims and settlements now housed in the Department of Law, the
Commissioner of Law has instituted a policy of reducing the use of
outside counsel by increasing the litigation initially handled in-house,
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except in extraordinary cases where specialized knowledge, significant
resources or a conflict is involved and supplemental assistance is
necessary.

The cost of outside counsel escalated from a five year average prior to
2002 of approximately $245,000 to almost $2,000,000 five years later.
The Commissioner has reported that costs for outside counsel from Fiscal
Year 2003 through 2007 amounted to approximately $5.3 million for an
average of over $1 million per year. Currently there are several cases
being handled by outside counsel which clearly fall into the extraordinary
categories described above and have caused the payments to spike in
2007. However, even without the dramatic 2007 spike, the average cost
of outside counsel for the previous four years was over $775,000. Until
the current cases are settled, the cost of outside counsel will continue to
be high; however, the implementation of the new policy bringing more
litigation in house should begin to reduce costs for more routine litigation
matters.

Recommendation 19: Reduce the use of outside
counsel on a case-by-case basis in favor of handling
more litigation in-house. In-house counsel should be
considered for cases that do not require specialized
knowledge, will not use a disproportionate amount of
resources or time, or do not involve conflicts of interest. As
staff experience grows, the cost for outside counsel should
decrease. Litigation experience will provide added depth,
skill and opportunities for staff attorneys.

When the Division of Risk Management was moved from under the
supervision of the Chief Administrative Officer to the Commissioner of
Law, City ordinances were not amended. As a result, under the
legislation, it appears that the Director of Risk Management may be given
greater authority for settlement of claims by the Mayor than that given to
the Commissioner of Law.

The insurance program for Lexington-Fayette Urban County Government
is established by ordinance under a master contract which sets the
insurance policy of the City for workers’ compensation, general liability,
automobile, property and miscellaneous claims. Authority is given to the
Division of Risk Management to administer the contract and the Mayor or
his designee is given the authority to settle or compromise claims in
accordance with the contract.

Until recently, significant settlement authority was delegated to the
Director of Risk Management and his subordinates: the Director of Risk
Management had settlement authority up to $50,000 and the Risk
Manager of Claims had settlement authority up to $25,000. The
legislation also gives the Director of Risk Management the responsibility
for the management of the self-insured retention fund which provides
reimbursement for property and casualty losses not covered by
insurance. The Mayor authorizes the hiring of outside counsel to
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represent the City on property and casualty loss claims. Settlement
recommendations prior to restructuring were made by the Division of Risk
Management directly to the Mayor, sometimes in consultation with the
Department of Law.

In contrast to the authority granted to the Division of Risk Management,
the ordinances provide limited settlement authority to the Commissioner
of Law in the amount of $1,000. The ordinances do not provide that the
Commissioner of Law, who is ultimately responsible for the litigation of
lawsuits arising from claims that cannot be settled, has authority over his
subordinates to settle or recommend settlement of most of the claims
against the City.

In other jurisdictions, the authority to recommend settlement, or directly
settle claims, frequently is exercised by attorneys under the theory that
the attorneys responsible for ultimately litigating the claim are in the best
position to assess the merit of the legal arguments of the claim and
project likelihood of success. While the Department of Law was consulted
in some cases prior to the transfer, the authority for settlements and
recommendations primarily rested with non-attorney staff in the Risk
Management division.

The responsibility for claims administration, the self-insurance fund, the
coordination of settlement recommendations, the administration of the
third party administrator contracts and the recommendations for
settlement or hiring of outside counsel are appropriately delegated to the
Commissioner of Law.

Recommendation 110: Amend City ordinances to
articulate that the Commissioner of Law is responsible
for claims administration, administration of the self-
insurance retention fund, settlements and
recommendations, determination of retention of
outside counsel and the selection and monitoring of
third party administration contracts.

Divisions of Corporate Counsel and Litigation

The Division of Corporate Counsel is established by charter to provide
corporate legal services to the City. The division is administered by a
Deputy Commissioner/Director of Corporate Counsel who is an attorney
and is responsible for preparation of ordinances, resolutions, legal
documents and the provision of legal advice and assistance to the
Council, Mayor, boards, commissions and officers.

The Division of Litigation, also established by charter, is administered by
a Director of Litigation who is an attorney and is responsible for
representing the City in preparation and conduct of legal proceedings in
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which the City is a party and pursuing the legal process for collection of
moneys owed the City.

While carried separately on the organizational chart and in name, the
Divisions of Corporate Counsel and Litigation have for several years
operated together, with attorneys and administrative and legal staff
support assigned to perform tasks in both divisions. The director of each
division is responsible for division tasks and the supervision of employees
while they are engaged in tasks for the division. A complement of 22.7
FTEs provides legal, paralegal and administrative support for the
combined two divisions. The issues relating to office procedure, staffing
and budget are therefore, unless otherwise noted, equally applicable to
both divisions.

The budget for the two divisions is also merged, with an annual General
Services Fund Budget in FY08 of $2,404, 260, an increase of 10.9% over
the last fiscal year to provide funds for electronic imaging for the
Department of Law. Comparisons with the four benchmark jurisdictions
closest in size to Lexington-Fayette Urban County Government show this
budget to be on the low end of the range. At 22.7 positions, the staffing
level is the lowest of the peer jurisdictions closest in size to Lexington
(Madison, Wisconsin, Corpus Christi, Texas, Toledo, Ohio and the Unified
Government of Wyandotte County-Kansas City, Kansas). Several of the
cities, however, also contain a criminal prosecution component which the
City does not have. There is no indication that the Department of Law is
currently understaffed. A workload analysis could verify the
appropriateness of staffing levels.

Because of this overlap of divisions, the recommendations offered below
apply to both.

Departmental feedback and survey responses indicate that response time
from the Department of Law does not always meet client expectations.
Comments also indicate that communications can be incomplete or
unresponsive to client needs when there are competing litigation priorities
for attorney time, and report that work sent to the Department of Law
goes into “a black hole.” Department employees indicate there is
ambiguity as to the line of supervision and reporting for attorneys, and
competing division priorities over their workloads. They also indicate that
time is spent by administrative and paralegal support on tasks that could
be more cost effectively and efficiently handled by personnel dedicated to
clerical support.

The Divisions of Corporate Counsel and Litigation do not have separate
staff, but for several years have shared the same support personnel and
attorneys. Assignments are based on various criteria, including the
departmental subject matter, the nature of the work, or the attorneys
involved. Assignments to the attorneys may come from the
Commissioner, the Deputy/Director of Corporate Counsel or the Director
of Litigation and to the support staff by individual attorneys as well. The
result is that support staff and attorneys are subject to different timelines
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and competing priorities as they report to and are supervised by multiple
supervisors. Time sensitive corporate requests may be delayed when
attorneys are in litigation for several days meeting court imposed
deadlines. While the concept of merged staffs provides a variety of work
assignments for each employee and makes cross assignments possible,
it does not provide a focused response in the two discrete areas of
primary responsibility.

Restructuring the Department of Law would accomplish several goals:

Provide a discrete group responsible for departmental
communication and advice

Clarify the reporting authority for support staff and attorneys

have one person clearly accountable for the work product of the
division

Develop a team-oriented approach to specific services like
collections

Allow for cross training and co-assignments within a division for
backup and training

Begin succession planning

Avoid competing priorities between corporate and litigation
assignments

Develop expertise in a more focused area, develop
standardization within a division of similar or repetitive
assignments

Provide user departments with a specific and consistent contact
for assistance

Permit support staff assistance to focus on attorneys doing similar
tasks for better scheduling and document production.

Recommendation 111: Provide the Commissioner with
an administrative specialist, staff assistant and clerical
assistant to perform general administrative, budget,
receptionist and clerical functions in support of the
department. To ensure maximum efficiency of staff use,
the Commissioner should ensure that clerical duties are
assigned to the appropriate staff. Support staff would have
similarity of documents, deadlines and processes to
improve responsiveness and service delivery to internal
clients.

Recommendation 112: Separate the attorneys and
support staff for the Divisions of Litigation and
Corporate Counsel. Employees would have a single
supervisor to set priorities and workload, monitor and
evaluate performance, and assure timely response to
customers. Litigation deadlines, which are set externally,
would not affect corporate requests and council or
departmental deadlines.
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Recommendation 113: Restructure the Division of
Corporate Counsel to have one director in charge of
corporate advice and counsel. The director’s
responsibility is to assign tasks, set priorities, monitor
workload and performance, redistribute work within the
division as needed, facilitate departmental communication,
and assure appropriate responses from a smaller, discrete
group of employees. The director may also serve in the
capacity of Deputy Commissioner. Assign insurance
contract review currently done by Risk Management staff
to this division. Staff the division initially with four attorneys,
an administrative specialist, a paralegal and a law clerk,
subject to reallocation of attorneys after a time study
analysis.

Recommendation 114: Restructure the Division of
Litigation to have one director in charge of litigation,
administrative hearings, and claims settlement.

Recommendation 115: Create a separate Claims unit
within the Division of Litigation. The unit will be
responsible for claims and underwriting functions,
relationships with third party administrator (TPA)
contractors and monitoring TPA contracts, making a
recommendation or determination as appropriate of
settlement of claims, defense of litigation relating to
external claims against the City such as personal injury,
property damage, Section 1983 liability actions, or police
conduct. The unit should be staffed initially with two
attorneys, a risk manager for claims and underwriting, a
paralegal, an administrative specialist, a staff assistant and
a law clerk. Review and reallocate resources if necessary
after a time study is completed. Attorneys would be able to
develop expertise in specific areas of litigation with an
opportunity to co-counsel and cross-train, while providing
depth within the division for back-up in cases of absences
or vacancies.

Recommendation 116: Create a separate
Administrative Law/Employment Litigation unit and a
Collections unit within the Division of Litigation. The
Administrative Law/Employment Litigation unit will be
responsible for handling defense of the City in matters
arising internally such as employment litigation, City-
initiated actions, administrative hearings, collections, code
enforcement liens and foreclosures. The unit should
initially be staffed with three attorneys, an administrative
specialist, a staff assistant and a law clerk. The Collections
unit should initially be staffed with a designated attorney,
two paralegals, and an administrative specialist. Review
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and reallocate resources if necessary after a time study
analysis is completed. Separation of the litigation functions
would allow a more focused approach to the different

litigation areas.

A recent workload study indicated that

there were approximately 400 judgments on which no
recent action had been taken as well as a backlog of
foreclosures. The assignment of a designated attorney to
the Collections unit would address the backlog of
foreclosures and judgments and result in more timely
collection of moneys due the City.

The following Law Department organization chart, shown as Figure 12,
illustrates the recommended restructuring of the Corporate Counsel and

Litigation

Divisions.

Transferred positions of

the current

Risk

Management Division can be found in the organization chart for the
Finance Department in Figure 2.

FIGURE I2: DEPARTMENT OF LAW PROPOSED ORGANIZATIONAL STRUCTURE
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During this review, it was noted that several tasks being performed by
attorneys could be effectively assigned to paralegals under their
supervision.

The department currently has a total of five paralegals primarily doing
work for the Division of Litigation, with 3.0 FTEs assigned to real property
title searches, 1.5 to collections and 0.5 to litigation.

The three paralegals assigned to title searches report that they handle
about 300 active code enforcement files and maintain 3,500 property
files, providing ownership verifications for all departments as well as full
30 year title searches for property acquisitions, demolitions and other
City ownership issues. They are also called upon to calculate and collect
code enforcement payments and other fines and fees. The title work is
done off-site at the recorder’s office. The paralegals report that full title
searches are time consuming and can require several days work; limited
title searches for liens can require several hours. When out of the office,
the real estate paralegals are unavailable to meet with payors; they must
be called back to handle payments and calculations, making them
unavailable for other division tasks.

The Collections paralegals (1.5 FTEs) process all paperwork for
collections in the City for code enforcement, user fees, and assessments
that remain unpaid after initial demands. The legal work is distributed
primarily among three attorneys; however, the paralegals handle the
majority of the collection process, ranging from demand letters,
judgments, and filing of judgment liens to processing paperwork for
foreclosures and handling bankruptcies. A recent workload report
indicated that the Collections section had a  workload of 189
foreclosure/escheat actions of which about 50 were city-initiated, 125
active collection cases, approximately 400 judgments on which no recent
action had been taken and 70 bankruptcy cases. In spite of the large
volume of collections work, one collections paralegal is assigned one half
of her time to serve as the only paralegal providing support for the
remainder of the Division of Litigation. In addition to paralegal time, court
costs and attorney time make the cost of legal action on collections a
significant expenditure of resources. Other jurisdictions have worked with
departments to triage collections cases so that primarily those which
generate sufficient moneys to cover costs are legally pursued. Other
means of collections, such as collections agencies, are available for those
that are not productive use of legal resources.

A disproportionate allocation of paralegal resources is being directed to
real property title searches and ownership verification leaving the litigation
and corporate counsel divisions without paralegal support.

Because of the scarcity of paralegal support dedicated to litigation other
than collection litigation, litigators’ time must often be spent on more
routine aspects of case preparation, leaving less time for the more
complex issues that must be addressed. Corporate counsel has no
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paralegal support to assist in preparation of legislative and council items
or corporate transactions beyond real estate. While the current staffing for
attorneys is sufficient, reducing the time expended in title searches and
address verification and increasing the level of paralegal assistance to the
two divisions will improve the productivity of the attorneys by allowing
them to focus on analysis and legal argument.

Recommendation 117: Evaluate attorney workload to
determine which activities could appropriately be
delegated to paralegal staff to allow more effective use
of resources.

Recommendation 118: Reassign two paralegals from
real estate title searches, address verifications and
financial responsibilities relating to payoff calculations
and receipt of code enforcement payments to provide
direct service to division attorneys. Provide additional
direct paralegal support to collections and litigation. Better
utilization of paralegal resources for direct staff support will
increase productivity of attorneys and potentially reduce
the number of attorney staff required.

Recommendation 119: Assign a paralegal to review
indemnification and insurance coverage in contracts
and leases, process certificates of insurance and
process off-duty employment requests as part of the
Division of Corporate Counsel transactional
responsibilities.

Recommendation 120: Provide Code Enforcement with
a central filing system and require departments to
make initial efforts to identify property owners using
the assessor website and other resources. Eliminate
paper files for real property title searches by digitally
scanning existing files and notes and place them into a
central file with cross indexing to make property
information accessible to all City departments.

Recommendation 121: Evaluate the cost-effectiveness
of contracting for 30 year title searches on real
property and limited title searches for liens. Title
companies will generally provide full or limited title
searches on a per unit basis. On large projects or when
timeliness is essential, they often have the ability to be
more flexible in adding resources than can be achieved
with reliance on a limited number of City staff.
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Recommendation 122: Explore the use of voice
activated software for paralegals doing real estate or
other work off-site. The goal is to reduce transcribing of
notes taken during off-site dictation and reduce burden on
administrative specialists.

Comments in surveys and interviews for this project noted a lack of timely
response from the Department of Law to service requests. In further
exploring this, Management Partners found little evidence to support or
refute these assertions. The department does not maintain records that
are sufficient to indicate whether a few isolated incidents may have
contributed to the impression of lack of timeliness, or whether there
actually is a systemic problem within the department.

While the department currently collects information on requesting
department, response time requested, and date closed, the level of
information collected is insufficient for a full analysis of whether the
timeliness standard is being met.

Many requests for service are made by telephone because of the length
of time it takes to go through the process of requesting legal assistance (a
request that must be signed by the Commissioner); the Department of
Law review process is lengthy as well. Departments are using telephone
requests to obtain rapid answers. The Department of Law does not track
or record provision of advice given to departments who do not use the
formal request for services process. When requests are made verbally,
there is no record in the Department of Law of the request, the person
requesting advice or the advice given; in addition, the Commissioner of
the requesting department does not know that the request has been
made or the advice given.

The process for requesting service from the corporate counsel division
comes from a policy of the Chief Administrative Officer which states that
minor requests not involving much time can be answered orally with a
direct call to the attorney handling the department's work. Written
requests must come from the Commissioner and go to the Director of
Corporate Counsel for assignment to an attorney to respond. The
department reported 229 formal requests opened in one six month period,;
however, attorneys indicated that often the requests come in directly from
the departments and are handled orally. They also indicate that oral
advice can be given more promptly and without accompanying
paperwork.

Recommendation 123: Create a call log for informal
advice and require attorneys to record entries daily. A
simple electronic notation in the document management
system indicating the name and department of the caller,
the nature of the request and the answer given should be
made. This information should be forwarded to the
appropriate  Commissioner as a notification that his
department has made a request. In order to track these
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informal responses and understand what advice has been
provided, this information should also be accessible by the
Commissioner of Law or appropriate director.

Informal advice will be directly available to departments, but supervisory
personnel will be apprised of both the request and the advice given for
documentation, future reference, tracking of service needs, accountability
and to assure information is shared with appropriate persons within the
department.

Recommendation 124: Institute a detailed time record
keeping system for attorneys. Identify requests for
service by department, assignment, time expended, nature
of response (call, written opinion, ordinance, attendance at
meeting), and whether the assignment was closed or
ongoing. Link this data to data already collected. Time
sheets give a snapshot of who is doing what kind of work,
for whom, and for how long. Timesheets are essential as a
management tool for budgeting and staffing analysis as
well as responding to questions of timeliness.

Recommendation 125: Develop a standardized status
report format and require each attorney to report
regularly to the director. Status reports will show all
assignments in progress and expected completion dates.
Once approved by the director, status reports may be
shared with departments so that they can ascertain the
status of their requests for legal service. Reports allow
directors to identify workload adjustments and areas
needing attention.

Recommendation 126: Reduce multiple reviews and
approvals within the Department of Law to improve
response time and make individual attorneys
accountable for the final work product.

Administrative Support

The current structure of the Divisions of Corporate Counsel and Litigation
assigns the four administrative specialists to a specified group of
attorneys who are engaged in a variety of tasks for both divisions. The
administrative specialists are the primary secretarial and administrative
support to 12 attorneys, five paralegals and three law clerks. The needs
of the attorneys in the assigned group vary substantially, with some
attorneys requiring extensive typing, some requiring document copying
and filing, and others requiring receptionist duties. Several of the
administrative specialists are performing time-consuming duties more
typical of and appropriate to a different level of classification.
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Each administrative specialist is responsible for the clerical and
administrative work of several attorneys and paralegals in the two
divisions. In addition, each has other assigned office duties such as
maintaining computer software, ordering supplies, payment of bills, and
monitoring equipment.

The office uses the Amicus legal file management system and WorldDox
document management system. Staff reports that both are excellent for
scanning, tracking, indexing and distributing documents; however, they
have not had sufficient training to use the full capability of the systems
and move toward a paperless office.

Many of the attorneys use technology consistently to prepare preliminary
drafts and documents, relying on the administrative specialists to finalize
and format their work. Others, however, do not use computers
extensively, and rely on the administrative specialists to transcribe
dictation for the bulk of their document production. The result is that a
disproportionate use of some administrative specialists’ time is engaged
in routine typing; attorneys note that they must often provide their own
clerical and administrative support in order to meet time expectations.

One administrative specialist serves as the office receptionist, mail clerk
and typist for attorney dictation and is routinely interrupted by telephone
calls and visitors, making typing and other tasks requiring attention to
detail difficult. One administrative specialist primarily scans litigation
documents. Better allocation of administrative specialist time could allow
attorneys and paralegals to concentrate more on the professional aspects
of their positions.

Interviews and workloads indicate that the administrative specialists are
working at capacity and could benefit from additional support, which
would permit attorneys to better utilize the administrative capabilities of
the administrative specialists.

Recommendation 127: Restructure the Divisions of
Litigation and Corporate Counsel so that an
administrative specialist supports each division and
performs tasks associated with the level of
administrative skills required for the classification.

Recommendation 128: Assign a staff assistant to
perform the routine typing, filing and related clerical
and receptionist duties or utilize a typing service.

Recommendation 129: Explore the purchase of voice
recognition software for attorneys who use a
disproportionate amount of administrative specialist’'s
time for transcribing.

144 — Department of Law

Management Partners, Inc.



Lexington-Fayette Urban C
Organization Review

ounty Government

Recommendation 130: Train employees on effective
use of document management, word processing and
other office technology.

Tasks not requiring administrative skills performed by persons of
appropriate classification and pay scale would relieve administrative
specialists of those tasks which prevent them from focusing on
administrative tasks directly in service to the attorneys and would reduce
costs to the department. An administrative specialist salary ranges from
a low of $25,952 to a high of $40,651 as compared with a clerical
assistant which ranges from $16,153 to $24,242 or a staff assistant which
ranges from $17,066 to $25,723.

Better allocation of talent and responsibility could allow attorneys and
paralegals to concentrate more on the professional aspects of their
positions. Better use of technology training will add to productivity of the
office.

Code Enforcement

When Code Enforcement is unable to collect fees, penalties, and costs of
abatement, real estate paralegals are assigned to litigation/collection
efforts to calculate and receive payments related to code enforcement
violations and other fees. They also process checks and payments for
Code Enforcement invoices.

Real estate paralegals are requested to identify property owners after an
initial attempt is made by Code Enforcement to send inspection reports by
mail. Property valuation assessments are available online with ownership
information updated routinely. Access to the information is available to
code enforcement personnel.

However, the Department of Law does not have financial transactions as
a priority function and, therefore, does not have adequate security, central
financial record keeping, or checks and balances on receipt of cash or
payments. In addition, paralegals, off-site doing title searches, are
required to return to the office at inconvenient times to assist in receiving
payments from payors.

A process map prepared by Management Partners of the City’'s code
enforcement process indicates a 60-90 day delay for a property owner to
receive verification from the Department of Law, thus delaying
enforcement and collection.

Recommendation 131: Reduce Department of Law
involvement in the code enforcement process to those
matters requiring legal expertise or court process to
reduce delays and improve responsiveness and
collections.
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Recommendation 132: Place responsibility for receipt
of payments due to Code Enforcement in Finance and
designate that Finance receive all payments. Ensure
that any communication to a debtor clearly identifies where
payment must be made and have that location be a secure
site capable of issuing receipts and entering data in a
database which is accessible by Code Enforcement and
Law in order to cancel liens. Indicate clearly to the
customer where questions can be answered. Make the
central filing system accessible to Law and Code
Enforcement so that transactions can be handled promptly
and accurately electronically.

Recommendation 133: Transfer responsibility for initial
address verifications to Code Enforcement. This
should speed up the time for notices to get to violators,
reduce reliance on paralegals and free paralegal time for
more complex work. The use of online and other resources
to initially identify property owners can be performed by
Code Enforcement personnel, freeing up paralegals for
more complex work.

Collections Unit

The Collections section of Litigation processes the paperwork for
bankruptcy distributions, foreclosures, recovered court costs, code
enforcement and demolition liens, sewer assessments, pursuit of
delinquent landfill users, occupational license and sewer user fees and
other miscellaneous accounts.

Unpaid cases are sent to the Collections section after several attempts
are made by the referring departments. The decision to send is made on
the basis of the aging of the delinquency rather than the amount due and
is often many months old before referral. The Collections section then
becomes responsible for repeat requests for payment, legal action, and
receipt of payment on all referrals regardless of dollar value, cost or
likelihood of collection.

The City’s emphasis on code enforcement, and the increased number of
foreclosures by banks and mortgage companies where the City
intervenes to protect its interest have greatly increased the workload of
the section.

Paralegals handle all referrals for this process and three attorneys are
assigned to assist. The Collections section was responsible for the
collection of over $4.8 million in fiscal year 2007. The department
estimates that the total collection caseload is about 800 cases, with
approximately 350 currently active.
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A recent report of departmental activity indicated 188 active foreclosure
actions, a backlog of approximately 40 foreclosure actions, 69 active
collection cases in which judgments have not yet been entered, and 536
uncollected judgments.

The recent increase in code enforcement activity generates more liens
and collections. Failure to pursue collections deprives the City of revenue
to which it is entitled and eliminates a disincentive of not complying.

Recommendation [34: Determine average cost of
handling collections per case through the legal
process.

Recommendation 135: Transfer only those cases to
Collections that exceed the average cost of collection.

Recommendation 136: Develop alternative methods of
collection such as use of collection agencies for those
cases where cost of collection exceeds potential
recovery of amounts due and for more timely initial
contact. Because of their volume of cases, collection
agencies often have resources and personnel to handle
routine collection matters cost effectively and promptly to
increase the timeliness of payment and avoid the cost of
legal process.

Recommendation 137: Give priority to higher dollar
value collections until the backlog is eliminated.

Recommendation 138: Screen department requests for
payment to focus on high cost cases.

Recommendation 139: Assign one attorney to the
Collections section in the Division of Litigation. This
person’s primary responsibility will be lawsuits, legal
processes and documents and the supervision of the
paralegals and support staff related to collection of moneys
owed the City. This will place a higher priority on
consistent legal support for the Collections section so that
the backlog may be eliminated and the uncollected
judgments pursued more effectively.

Recommendation 140: Provide additional paralegal and
administrative specialist support dedicated to the
Collections section.
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Conclusion

Department of Law operations can be improved by formalizing tracking of
legal requests to more fully monitor actual workload, and by restructuring
to increase division focus, increase paralegal support, appropriately place
risk management functions, and ensure the most cost-effective use of
attorney time.
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J. DEPARTMENT OF PUBLIC WORKS AND
DEVELOPMENT

The Department of Public Works and Development provides traffic
engineering, planning and building services, and maintenance and
construction of City infrastructure such as roads. The department is
managed by the Commissioner for Public Works and Development who is
appointed by the Mayor. The department has 246 FTEs working in seven
divisions, plus the Commissioner’'s Office which provides administrative
support for the department:

= Building Inspection

= Historic Preservation

= Traffic Engineering

= Engineering

= Purchase of Development Rights
= Streets, Roads, and Forestry

= Planning

Figure J1 on the following page shows the department's current
organizational structure.
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FIGURE J1: DEPARTMENT OF PUBLIC WORKS ORGANIZATIONAL STRUCTURE
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The department has a total FY 2008 General Fund budget of
$24,464,560. Responsibilities are described further within the discussion
about each division. Management Partners offers the following
recommendations for the Department of Public Works and Development.

Division of Engineering

The Division of Engineering is responsible for reviewing plans for
subdivisions, commercial buildings, development sites, and Urban County
Government public works projects. The division provides engineering
support services in such areas as surveying, drafting, and on-site
inspection of storm sewers, streets, bridges, sidewalks, subdivisions,
commercial developments, drainage, detention & retention basins, and
other construction projects. The Engineering Division also collects and
manages the data used in Lexington’s geographic information system
(GIS).

The division also provides a number of services to area engineers,
including easy access to engineering manuals, standard drawings, U.S.
Geological Survey (USGS) Gauging Stations, permits for work in the
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public right of way, and Digital Flood Insurance Rate (DFIRM) maps.
Engineering also reviews and approves letters of map change, provides
GIS data to the public on a fee basis, and is integral in the design review
process. The division hosts an annual meeting between the government
and developers to facilitate process improvement. Finally, the division
produced the Roadway Manual, a publication that is a step-by-step guide
to address most every circumstance in design and construction of
pavements.

The Engineering Division has a budget of $ 3,871,380 supporting 43
FTEs.

The following findings and recommendations apply to the Engineering
Division.

Consultant Selection Process

As is the case in many states, Kentucky state law specifies the use of a
gualifications-based selection process for engineering consultants. There
is some room for process variation, but the general intent is to assure that
engineering consultants are selected based on their demonstrated ability
to perform the required work. Typical process for selection involves the
issuance of a request for qualifications (RFQ) and then either subsequent
issue of a request for proposals or direct negotiations with the most
qualified firm or firms. Price is not normally a consideration in the initial
selection process and only becomes a factor during negotiations with the
selected candidate.

The City’s current practice requires priced proposals and includes a
public reading of the price prior to review of the proposals. The selection
committee itself is made up of a combination of technical and
administrative staff and community representation. A given committee
may include representation from Engineering, the Mayor’'s office, the
Council, Community Development, Purchasing and Public Works.
Committee make-up may vary based on the project, but it is not clear that
it is designed to make a selection based on technical capabilities. As
such, the current selection process is not consistent with the intentions of
gualifications-based selection process.

Engineering consultants, including those selected through the process,
have expressed reservations and discomfort associated with the current
review and selection procedures.

Recommendation J1: Amend the engineering
consultant selection process to ensure compliance
with qualifications-based selection practices, followed
by price negotiation with the most qualified firm.
Selection should be evaluated by technical staff.
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Capital Projects Management

Lexington has a substantial capital improvement program which lends
itself to economies of scale. Currently, capital improvement planning in
the City is highly decentralized and managed in divisions who are the
perceived “owners” of the project/facility.

Major CIP efforts are undertaken simultaneously each year by both
Engineering and Parks and Recreation and elsewhere in the organization.
Projects are designed by staff as well as by outside consultants under the
direction of the assigned project manager.

Both the engineering and parks divisions managing capital projects
experience significant time delays. Engineering gave examples of
projects taking 7-10 years from initiation to completion. Parks and
Recreation frequently rolls funded projects from one fiscal year to the next
based, at least partially, on an inability to manage the workload
effectively.

Capital projects are prolonged by a difficult right-of-way acquisition
process and failure for utilities to relocate in advance of construction. The
City Council has generally turned down efforts to acquire properties
through the condemnation process. Further, the sheer size of the City's
CIP can make accomplishing work a challenge, particularly in Parks and
Recreation which has limited staff resources.

Many Public Works projects require the cooperation of other underground
utilities such as gas, electric, cable, fiber optic, telecommunications and
water. Ideally, these utilities will have performed maintenance,
replacement or relocation activities in advance of the City’s capital
project. Unfortunately, the City’s CIP schedule has limited credibility and
utilities are reluctant to invest in advance of projects that may be
significantly delayed or potentially canceled.

Because of the large sums of money involved and the opportunity costs
of tying it up for multiple years, the variety of funding sources for these
projects (including grants) and customer expectations to have new
facilities built on time, the City's capital improvement process needs
improvement. The size of the CIP merits a consolidation which will result
in economies of scale savings.

Recommendation J2: Centralize project management
for CIP projects requiring the preparation of plans,
specifications and bid documents in a new Capital
Projects Management division reporting to the
Commissioner of Public Works and Development.
Appropriate  employees currently housed in the
Engineering division and the Parks and Recreation division
of General Services will be transferred to this new work
unit. Implementation is to be coordinated with
recommendation H51. These personnel changes are
identified in Table J1 below.
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TABLE J1: RECOMMENDED PERSONNEL CHANGES FOR CAPITAL IMPROVEMENT PROJECT

MANAGEMENT

Division of Capital Improvement Management

Benefit

Position Action FY 2008 Salary Rate Total

Construction Inspection 4 FTE **Transferred In $217,207 23.80% | $268,902.27
ROW Acquisition 6 FTE **Transferred In $325,754 23.80% | $403,283.45
Engineering Design 11 FTE **Transferred In $597,235 23.80% | $739,376.93
Park Designer **Transferred In $47,227 23.80% $58,467.03
Project Coordinator **Transferred In $48,312 23.80% $59,810.26
Division Director Created $101,911 23.80% | $126,165.82
Net Increase $126,165.82

increase.

** Because these positions were transferred into the division, government-wide costs do not

Recommendation J3: Contract with one or

more

private firms to acquire all rights-of-way associated
with Lexington’s capital improvement projects.

Recommendation J4: Require that underground utility
relocates be completed in the year prior to the
scheduled construction date for a given CIP project.

Establish performance

Recommendation J5:
standards for CIP managers.

The effects of the recommended division can be seen in the proposed
Public Works table of organization found in Figure J2
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FIGURE J2: RECOMMENDED DEPARTMENT OF PUBLIC WORKS ORGANIZATION STRUCTURE
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Development Plan Review

As part of the City’'s review of development projects submitted to the
Planning or Building Inspection Divisions, the Engineering Division
reviews plans and provides comments from an engineering perspective.
This process is commonly done.

However, the City’s engineering review is currently limited to going over a
checklist to ensure that physical items were submitted as part of the
application package. There is no in-depth or quality review and
developers simply certify that their plans meet requirements, with no
verification of this by City staff. Engineering does not verify calculations,
but simply attests to the fact that they were included with the submittal.
Warranty periods are short and issues may not be discovered until after
the warranty expires. Regional drainage issues may not appear for a
period of years.

Plans are not required to be submitted in electronic format compatible
with Engineering Division software. Effective stormwater design is
generally done on a basin level, beyond the context of most development
projects.

Recommendation J6: Require development plans to
be submitted in compatible electronic form.
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Recommendation J7: Require engineering review of
development plans for key areas such as drainage and
stormwater management.

Division of Streets, Roads, and Forestry

The Division of Streets, Roads & Forestry services and maintains all City
and County Roads within Fayette County. This includes pothole repair,
snow removal, street sweeping, routine and emergency servicing of storm
sewer drains, intersection curb repair, sidewalk ramp installation in
accordance with ADA requirements, and the maintenance of various
bridges and certain creeks within the urban area. Additionally, Streets,
Roads, and Forestry provide snow removal and minor repairs (e.qg.
pothole repair) on all State and Federal highways inside New Circle
Road. Street sweeping is funded by the same Urban Service District Fund
from which the collection of solid waste is operated.

The Urban Forestry Program is also located in the Division of Streets,
Roads and Forestry. The urban forester and staff are responsible for
maintaining street trees and tree protection. Lexington has been a “Tree
City USA” since 1989, the longest in Kentucky.

Streets, Roads and Forestry is responsible for the maintenance of over
2,200 lane miles of street. Street maintenance is performed by six crews
generally assigned as follows:

Pothole repair

Concrete maintenance (two crews)
Road dig-up

Bridges

Storm sewers

The Streets, Roads and Forestry Division has a budget of $4,259,470
supporting 80 FTEs; 78.4% of the budget is for salaries and benefits.

The following findings and recommendations apply to the Division of
Streets, Roads and Forestry.

Snow and Ice Control Program

A key function of the Streets Division is cleaning roadways of snow and
ice to maintain traffic safety. Currently, the City’s snow and ice control
program is large, difficult to track during an event, and handicapped by
obstacles such as parked vehicles, and limited access to salt.

The City publishes an annual snow and ice control plan on its website
which outlines priority snow routes, explains the nine different snow
conditions, and provides general information on how the Department of
Public Works responds during a snow event.
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Snow and ice control is a massive, unscheduled effort requiring the
resources of several departments to manage. Work is coordinated by
Streets, Roads and Forestry, but also involves staff from the Water and
Air Quality Division of Environmental Quality. Snow management may
involve as many as 49 trucks with plows and a handful of other pieces of
heavy equipment.

At present, the Streets Division has a single salt shed for distribution of
salt requiring all vehicles to come to a central location for loading. Radio
communication is intermittent in many route areas.

In order to maximize public safety and efficiency during weather events,
the City should revise and improve its snow and ice control program.

Recommendation J8: Implement emergency snow
route restrictions during appropriate events and
enforce towing provisions.

Recommendation J9: Equip the snow removal fleet
with GPS units to allow centralized tracking and
recording of progress.

Recommendation J10: Provide an additional salt
storage shed at an appropriate location. An additional
storage shed should be located geographically opposed to
the existing one so that distances for crews to reload are
minimized.

Truck Wash

At the present time, the Streets Division does not have a truck wash
facility and must use the truck wash located at either the Water and Air
Quiality Division or the Fleet Division. These facilities are inconveniently
located or closed when they would be of greatest use. Because of the
limited access to a truck wash in the City, lines often form and productive
work time is lost.

Truck washing is important to the long term life and condition of the Public
Works Fleet. Snow and ice control chemicals, as well as a number of
construction materials, are corrosive and vehicles handling these
materials need to be kept clean to maximize the City’s fleet investment.

Recommendation J11: Provide 24-hour access to truck
wash facilities at Water and Air Quality and Fleet.
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Recommendation J12: Implement a limited second
shift so Streets, Roads and Forestry employees can
provide truck and vehicle washing, fueling and light
maintenance.

On-Call Reporting

During the interviews for this review, employees made several comments
regarding dissatisfaction with the system to report in when on-call rather
than being able to report directly to the job site.

On-call status is not a rarity and may occur as frequently as every other
week for supervisory personnel and last a week at a time. On-call
compensation is approximately $21.50 per week and there are severe
penalties for missing a call-in.

With the exception of employees on call for snow and ice control, on-call
employees are required to report to the office, punch in and then drive to
the incident site to determine what, if any, response is required. The time
to come to the office, log in, get a vehicle, drive to a site, drive back to the
office, log out and then drive home could be shortened considerably by
allowing the on-call employee to drive directly to the job site.

Recommendation J13: Provide take home vehicles to
on-call employees during their on call shifts.

Recommendation J14: Allow on-call employees to
report directly to site and manually record their time.

Kronos Time System

The Kronos time system serves as the time clock for the Streets, Roads
and Forestry Division as well as Solid Waste Management. It allows
tracking of work to multiple accounts and is capable of providing a high
level of information. The Kronos system has benefits for job costing and
for use as a control system. Unfortunately, it is viewed as punitive in
nature and has not been well accepted by the users. Kronos has not
been adopted by other departments or divisions of the government.

The Kronos time system was implemented for the primary purpose of
tracking and managing “under time” hours in Solid Waste Management.
Internal audits show that this has been at least somewhat successful. It
appears that, while the system itself is unpopular, it is the associated
policies that appear to be causing ill will and generating a response that
may not represent the best interest of the department. As implemented,
tardiness incurs extreme penalties (a few minutes can cause the loss of a
full hour's pay). Conversely, overtime is doled out in tenth-of-an-hour
increments. Bypassing the Kronos system is difficult even with supervisor
approval. Use of the Kronos system requires physical presence which
limits the ability to have staff (e.g., on-call personnel) report directly to job
sites. Where the use of time clocks is normally restricted to labor
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positions, supervisory staff is also required to punch in and account for
their time.

Recommendation J15: Revise the use policies
associated with the Kronos time system to allow
supervisory flexibility in the management of staff.
Include representatives from both labor and management
in the audit process to assure that all relevant issues are
addressed.

Recommendation J16: Expand the use of Kronos
beyond the existing divisions and departments to
include all groups currently using time clocks.

Street Sweeping Program

As with other municipalities nationwide, Lexington has a street sweeping
program in place for environmental and sanitary reasons. The program is,
however, not formalized to a great degree. Other than the downtown
area that is swept daily, street sweeping schedules are based on the
ability of crews and equipment to perform. Performance is affected by
equipment downtime, and street conditions with respect to traffic and
parking.

Street sweeping in the City occurs during normal working hours; the
practice of sweeping during the day results in the maximum possible
conflict with traffic. Street sweepers are assigned routes and though the
division's goal is to complete routes within seven days, actual
performance is about 11 days. Route sizes are inconsistent, and different
routes take different numbers of days to complete.

Street sweeping is not scheduled to coordinate with refuse collection, but
maintains its own independent routes. No parking is posted for two days a
month to allow sweeping in the University of Kentucky area. There is
currently no technical basis for the targeted street sweeping schedule.
Where they exist, parking restrictions are loosely enforced.

Sweepers require significant maintenance and five of 12 vehicles were in
the shop at the time of division interviews. Sweeper brooms require
substantial effort to replace. Broom life is dependent on the quality of the
broom which generally relates to the price of the broom. Broom selection
is apparently based on initial purchase price rather than life cycle costing.
Purchase of new sweepers is done without operator input and has
resulted in the low-bid acquisition of vehicles that underperform.
Efficiency and reliability should be determining factors in the selection of
all heavy equipment.

Recommendation J17: Establish street sweeping
standards based on environmental quality best
management practices and staff, equip and route
accordingly. Sweeping should have a specific definable
purpose. Note that best stormwater management
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practices include street sweeping as a part of pollution
control.

Recommendation J18: Coordinate street sweeping
schedules with refuse collection to take advantage of
proposed parking limitations and to provide clean-up
of spilled materials.

Recommendation J19: Enforce violations in no parking
zones.

Recommendation J20: Begin street sweeping earlier in
the day in traffic-congested areas and consider
moving sweeping to a third shift. This may require a
noise ordinance waiver.

Recommendation J21: Purchase sweepers and
sweeper brooms based on life cycle cost evaluation
rather than initial purchase price.

Right of Way Maintenance and Responsibilities

As a matter of policy, Lexington assigns maintenance and repair
responsibility for curb and gutter, sidewalk and trees within the street right
of way to adjacent property owners. Residents are responsible both for
making any needed repairs and for the cost thereof. Many communities
hold residents responsible for some or all of the costs associated with
these programs, but best practice is to have local government responsible
for a proactive, annual program of inspection, repair and maintenance.

Curb and gutter, sidewalk and trees all have the potential to create safety
hazards. ldentifying trip hazards, curb defects and dead or dying trees
needs to be accomplished systematically as do necessary repairs. There
is a possibility of being found liable for injuries caused by known defects.
In some cases, particularly with sidewalks, communities without regular
inspection programs have been found responsible even for hazards that
haven't been identified. Courts have found ignorance of a situation to be
a poor defense in the absence of a proactive program to identify and
correct defects.

The repair of curb and gutter is normally performed in conjunction with the
planned maintenance of the street surface. It is common practice for
communities to pass some portion of the cost of these repairs to adjacent
properties. Many also include a portion of the street construction work.
The most common method of this is through special assessment. Curb
and gutter condition should be noted through the street inspection
program with the condition impacting the overall priority of scheduling the
street for repair. Hazardous conditions should be addressed shortly after
discovery.
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Broken or lifted sidewalk panels create hazards for pedestrians and may
impair the mobility of handicapped residents. Defective sidewalks need
to be identified through a regular program of inspection and repaired
accordingly. By creating an annual program, the city can package
enough work to ensure good bid prices that can effectively reduce costs
for property owners while maintaining public safety.

Lexington has an estimated 51,000 street trees. With the exception of the
downtown area, the maintenance of street trees has been the
responsibility of the adjacent property owner. The process for getting
homeowners to take necessary action to maintain, trim, or remove a
street tree is cumbersome, labor-intensive and can take months.

The City currently has one tree crew and its primary focus is on trees
which are located within the parks system. There is currently a draft
ordinance being reviewed that will allow the City’s forestry workers to
more readily deal with street trees requiring emergency attention and bill
for services rendered.

Trees require periodic routine maintenance for which the City currently
has no provisions. Unless homeowners cooperate with requests to take
action, the only current alternative is to take the property owner to court.
This is only applicable for hazardous situations, not for routine trimming.

Many cities nation-wide maintain their own street tree inventory as a part
of General Fund supported operations. Tree maintenance is a
specialized and somewhat hazardous activity. Cities routinely contract
with local tree trimming services to perform routine maintenance on a
schedule such that a portion of the City is completed each season with all
trees trimmed within a 3-5 year cycle.

Recommendation J22: Conduct a study to of Right-of-
Way maintenance alternatives and explore alternatives
for financing an expanded role for the City in this area.

When new developments are proposed within the City, developers are
required to provide a landscaping plan that includes street trees. Staff
then performs a plan review to ensure the plan is appropriate. However,
actual installation of the trees is performed by the developer in
conjunction with site development and is not inspected by City personnel.

Street trees are often planted in locations that are not according to
submitted plans, in improper locations such as vision corners required for
traffic safety, or are spaced incorrectly for future growth. Many of these
problems are not discovered until several years later when they become
problematic.

If the City is going to ensure public safety, developers must be held
responsible for appropriate planting of street trees.
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Recommendation J23: Require developers to
contribute to a street tree fund instead of planting
trees in the right of way. Rather than allowing
developers to do the planting, the City should have them
pay for it but take responsibility for planting upon itself.
Implementing this recommendation would ensure proper
placement of street trees and new trees can be added to
the City’s street tree inventory as they are planted.

Division of Traffic Engineering

Traffic, like Solid Waste and Street, is funded through both the General
Services Fund as well as the Urban Service District Fund. The Urban
Service District portion covers the operating and capital costs associated
with street lights. Traffic Engineering’s duties include: maintenance and
daily operation of the City's computerized traffic control system, issuing
permits to contractors that require lane blockages, street lighting plans for
pole placement, technical assistance investigation and layout for signs
and markings - including site determination, sizing and placement,
reviews of new subdivision and commercial development plats, plans to
ensure that easements are properly located and adhered to, and
emergency signal repair, signs and pavement markings.

The division also works with neighborhoods to address quality of life
issues that are the result of traffic-related problems such as speeding and
cut-through traffic in efforts to alter driver behavior.  Additionally,
Lexington-Fayette Traffic Engineering has a fiber optic program which is
midway through a 10 year installation plan to install fiber optic cable along
major corridors within Lexington. This department operates a full service
sign shop. There are 352 signalized intersections in the City.

The Traffic Division is rated B+ by the National Transportation Operations
Coalition report card system and is within reach of upgrading that rating.
The B+ rating compares to a national average of D.

In total, this division employs 39 FTEs with a budget of $4,510,610 of
which 63.4% is for salaries and fringe benefits.

The following findings and recommendations apply to the Division of
Traffic Engineering.

Jessamine County

Lexington has an excellent traffic engineering and management program
that works effectively to maximize the carrying capacity of the urban
street network. However, City traffic is directly impacted by traffic in
Jessamine County. Jessamine County already supports the Metropolitan
Planning Organization’s traffic planning section serving both counties.
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The City’s Traffic Engineering Division has a state of the art facility and is
recognized for its traffic management expertise. The City’'s signal
maintenance staff are trained and certified to work with signal controllers
and have a complete shop facility and testing equipment. Jessamine
County is considerably less urban and less able to support a traffic
engineering department of its own.

An opportunity exists for a shared services approach to benefit both
communities.

Recommendation J24: Establish a partnership and
contractual arrangement with Jessamine County to
provide traffic engineering services. By contracting with
the City for traffic engineering services, Jessamine County
would benefit from expert service close at hand, and the
City would benefit from additional resources. Both
communities would benefit from a coordinated approach to
traffic management.

Fiber Optic Network

Fiber optic cable is an efficient and generally reliable communications
conduit. The City’s Traffic Engineering Division has been extending a
fiber optic network to provide communications between traffic signals and
the traffic management center. Other departments have piggybacked on
this system and added facilities of their own. To date, there is no
dedicated staff for the maintenance of this technology.

The Traffic Engineering fiber network was paid for with transportation
funds, and use of these funds on a continuing basis to support other fiber
service issues is problematic.

The use of fiber for communications requires that it be brought into
buildings and connected. Fiber optic systems require periodic
maintenance and repair. The Traffic Engineering Division is being
requested by other City departments to spend an increasing amount of
time maintaining fiber for non-traffic uses.

Recommendation J25: Budget General Fund monies to
support shared maintenance of joint fiber optic
system. Maintenance of this system benefits multiple City
departments and city operations. Support for this system
should be formalized.

Recommendation J26: Establish a two-person fiber
optic crew supplemented with existing employees to
inspect and maintain the fiber optic network for both
traffic engineering and general use. Time and expenses
for this crew should be charged to the proper fund
according to the work performed.
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Use of Seasonal Workers

Traffic Engineering has responsibility for pavement marking. This work is
seasonal and weather dependent and uses a crew made up of permanent
employees and work release assistance. Work release personnel are
inexpensive, but largely untrained and unreliable.

Pavement marking employees are relatively unattached during marking
season on poor weather days and are generally loaned to Streets, Roads
and Forestry once the marking season is over. Prior to using trustees,
seasonal help was provided in the form of permanent seasonal workers.

The pavement marking crews are located at the Streets, Roads and
Forestry facility. Pavement marking is usually completed in a relatively
short period of time and trained seasonal staff would have value in other
areas of Public Works. Seasonal employees would have less cost impact
than permanent employees but would be expected to return annually and
would provide a much higher skill set and value than received from the
current trustee program.

Recommendation J27: Evaluate the cost/benefit of
using permanent seasonal workers in lieu of trustees
for pavement marking. While marginally more expensive
than trustees, seasonal workers have a greater skill set
and can be used flexibly to supplement a wider range of
operations within Public Works.

Recommendation J28: Assign pavement marking crew
and responsibilities to Streets, Roads and Forestry.
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Division of Historic Preservation

The Division of Historic Preservation facilitates the appropriate
maintenance, conservation, renovation and revitalization of historic
structures, districts and resources of Lexington-Fayette County as
outlined in Article 13 of the Lexington-Fayette County Zoning Ordinance.
Staff of the Historic Preservation Division has the following primary
responsibilities:

o Regulates the large number of residential structures in historic
districts

e Serves as the Historic Preservation Commission (HPC) and
the Board of Architectural Review (BOAR)

e Conducts surveys of historic resources within the urban and
rural service areas

Historic Preservation consists of five FTESs, including the division director
and has an adopted FY2008 budget of $463,070 with 83.4% spent on
salaries and benefits.

General duties of Historic staff include providing support to the HPC and
the BOAR. The HPC is a 15 member review body responsible for
reviewing nominations for structures of architectural significance to the
National Register of Historic Places. HPC also establishes preservation
policy, recommends historic districts and landmarks, and adopts design
guidelines and criteria for certificates of appropriateness. The HPC is
also responsible for promoting public education about historic
preservation and local resources.

Responsibility for review and decisions on Certificates of Appropriateness
for new construction, renovation and additions and demolition within
designated historic (H-1) districts is split between the BOAR and staff of
the division. The BOAR is a five member body responsible for reviewing
and deciding on requests for changes to the exterior of properties within
local historic zones based on district specific criteria approved by the
HPC.

The Lexington-Fayette Urban County Government is designated a
“Certified Local Government” and receives federal grants for local historic
projects, technical assistance, educational programs, and historic
resource surveys. Over the last three years the City received an average
of $14,835 in Certified Local Government grant funds for program
administration, technical assistance, educational programs, and historic
resources surveys in Lexington neighborhoods.

Historic Preservation staff also conducts Section 106 reviews (of the
National Historic Preservation Act). This review is conducted to determine
if the use of federal funds that have been allocated for local projects will
have an impact on Fayette County historic resources. Historic Division
staff works closely with staff of the Commonwealth’s historic preservation
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office to conduct the Section 106 review. Applications for demolition
within local historic districts are also reviewed by Historic Preservation
staff.

Historic Preservation and Planning

Historic preservation efforts and planning functions are carried out as
separate functions within Lexington government. At present, preservation
efforts within the Urban Service Area are conducted by staff of the
Historic Division. Rural Service Area preservation efforts are handled by
staff of the Purchase of Development Rights (PDR) program for
agricultural land within the rural service area of Fayette County.

While the emphasis on preservation efforts within urban and rural areas
of the County differ, preservation functions efforts in the City should be
closely aligned with land use and planning functions. Historic
preservation, PDR and planning activities are separate divisions within
the Department of Public Works and Development. Each division director
reports to the commissioner; however, there is little coordination between
planning and preservation functions within the Lexington-Fayette Urban
County Government.

Table J2 below indicates how historic preservation efforts are structured
in Lexington-Fayette Urban County Government peer organizations.
Except for Nashville-Davidson County, Tennessee and Lexington none of
the other twelve peer jurisdictions have a separate organizational unit
responsible for carrying out historic preservation functions.
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TABLE J2: PEER ORGANIZATION STRUCTURES FOR HISTORIC PRESERVATION

Jurisdiction

Lincoln, Nebraska

Knoxville, Tennessee

Columbus - Muscogee County,
Georgia

Augusta-Richmond County,
Georgia

Madison, Wisconsin

Lexington Fayette County,
Kentucky

Corpus Christi, Texas
Toledo, Ohio
Unified Government of Kansas

City, Kansas, and Wyandotte
County

Cincinnati, Ohio

Santa Ana, California

Colorado Springs, Colorado

Nashville-Davidson County,
Tennessee

Louisville-Jefferson County,
Kentucky

Population

171,932

173,890

188,660

189,336

223,389

255,339

285,267

298,446

304,748

332,252

340,024

372,437

552,120

700,000

Consolidated
City/County

No

No

Yes

Yes

No

Yes

No

No

Yes

No

No

No

Yes

Yes

Planning Functions and Preservation
Functions

Historic preservation is located in the
planning department within long range
planning

Historic preservation is carried out by the
Metro Planning Organization that serves
Knoxville and Knox County

The Board of Historic and Architectural
Review is located within the Planning Dept
of the Consolidated Government

Historic preservation is housed within the
Planning & Zoning Dept.

Historic preservation is a unit of the
Department of Planning & Development

Separate historic preservation division
under the Public Works Department

Historic preservation is carried out by staff
of the Development Services Department
who are responsible for staffing the
Landmarks Commission

Historic preservation is carried out by the
Toledo-Lucas Area Plan Commission

Preservation is conducted by historic
preservation staff located in the Urban
Planning and Land Use Department

Historic preservation is carried out by
division staff within the Planning
Department

Historic preservation carried out by staff of
the Planning & Building Agency

Historic preservation activities carried out
by staff of Planning and Community
Development

Historic preservation carried out by a
dedicated municipal Historic Preservation
Agency that is separate from the Metro
Planning Department

Historic preservation activities are
conducted within the Department of
Planning and Design
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The chart above shows that many jurisdictions recognize the need for
integrated planning and historic preservation functions. As noted in the
preceding discussion, preservation efforts are not coordinated and take
place in separate offices of the City.

The recently adopted 2007 Comprehensive Land Use Plan for Lexington-
Fayette County acknowledges the current preservation efforts and
provides a review of historic and rural land management within a
coordinated planning and land use context. In the case of Lexington-
Fayette Urban County, combining land use and development with historic
preservation in the Urban Service Area is important to fostering a
balanced approach to development and preservation efforts in the City.

Recommendation J29: Align historic and planning
functions by placing Historic Preservation within the
Planning Division. Historic Preservation staff should
become a program of the Planning Division and the current
Historic Preservation Director will report to the Planning
Director as Historic Preservation manager.

Division of Purchase of Development Rights

The Purchase of Development Rights (PDR) program was developed in
2000 to create conservation easements in order to protect valuable
farmland from future development. Currently there are 171 conservation
easements totaling 20,165 acres at a value of $48 million in the program -
nearly 16% of total land area in the rural service area.

Participation in the PDR program is voluntary and allows property owners
to sell development rights to the City’'s Rural Land Management Board.
Property owners are compensated for the development rights and a
conservation easement is placed on the property which restricts future
land use to agricultural. Property owners may sell, rent, continue to farm
and pass property onto heirs. Other than preservation of farmland, the
obvious benefits to the landowner are the tax benefits. The program is
funded through grant funds and City bonds and General Fund allocations.

The PDR Division consists of two FTEs, including the division director
and has an adopted FY2008 budget of $1,237,880 with 13.8% spent on
salaries and benefits. The program is a unique entity devoted to
preserving and enhancing the agricultural character of the rural service
area. While loosely related to planning and preservation efforts carried
out primarily in the more urban area of the County, The PDR program is
designed to uniquely blend preservation, economic development and
tourism interests into a single program with emphasis on preserving the
“factory floor” of horse farms, livestock and other agricultural operations in
the rural portion of Fayette County.
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The distinctive qualities of the PDR program call for it to remain a
separate entity for protecting the agricultural, equine and tourism
economies of the County through the conservation of large areas devoted
to farm land. Due to the size of the PDR unit (2 FTE) and no increase in
staff in the foreseeable future this function should be merged with an
organizational unit of Public Works that will provide a high degree of
visibility to the office and the work carried out through program.

Recommendation J30: Make PDR a section within the
office of the Commissioner of Public Works. This move
will change PDR from a division to a program. Placement
within the Commissioner’s Office will serve to highlight the
goals and objectives of PDR and will ensure close
collaboration with the Office of the Mayor on issues
related to rural land management.

Division of Planning

The Division of Planning provides comprehensive, current, strategic and
transportation planning services to residents, landowners and developers.
Staff members of the division have the following primary responsibilities:

e Conduct comprehensive planning and the development of growth
management strategies, population projection and maintenance of
GIS land use layers.

e Coordinate all aspects of development review processing for
development applications, subdivision requests and rezoning in
accordance with the adopted Lexington-Fayette Urban County
zoning and the comprehensive plan.

o Work to produce short and long term implementation plans based
on recommendations included in the adopted Lexington-Fayette
Comprehensive Plan, as well as address timely planning issues
and concerns that emerge based on current trends and data.

e Provide highway, transportation bicycle and pedestrian planning in
addition to congestion management, energy planning and
conservation, air quality and facilities for the disabled.

The Division of Planning consists of 32 FTEs and has a budget of
$2,188,140.

Planning functions and responsibilities are carried out by staff assigned to
four sections, including: Planning Services, Strategic Planning, Long-
range Planning and Transportation Planning. Each section is assigned a
manager that is responsible for work planning and day-to-day
responsibilities of the assigned staff.
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Workload data for various planning applications and review functions from
2004 to 2006 is shown in Table J3 below.

TABLE J3: PLANNING DIVISION WORKLOAD DATA

Application Type 2004 2005 2006
Map Amendment 49 49 53
Subdivision/Development Plans 528 541 432
Residential/Mixed Use Redevelopment Plans 19 20 12
Board of Adjustment Cases 145 147 132
Total Applications Processed 741 757 629
Average Applications per Month 61.8 63.1 52.4

The following findings and recommendations apply to the Division of
Planning.

Transportation Planning and Traffic Engineering Roles

An overlap exists in traffic engineering activities carried out by
Transportation Planning and Public Works Traffic Engineering staff. The
Transportation Planning group within the Planning Division houses the
Metropolitan Planning Organization (MPQO) for Fayette and Jessamine
counties. Transportation Planning is responsible for highway,
transportation bicycle and pedestrian planning in addition to congestion
management, energy planning and conservation, air quality and facilities
for the disabled. One of the functions of the MPO is traffic and
congestion management.

However, redundancies exist. Traffic congestion management is carried
out by both staff in the Transportation Planning/MPO and Traffic
Engineering Division. Likewise, traffic impact analysis is carried out by
both staff of Transportation Planning/MPO and Traffic Engineering. In
2007, the Planning Department, which includes Transportation Planning,
became a division of the Public Works Department.

In Transportation Planning/MPO, there is one FTE senior planner
dedicated to traffic impact analysis functions for Lexington and Jessamine
County. The Planning Division transportation planner will frequently meet
with and request traffic impact study review of Traffic Engineering staff.

Within the Division of Traffic Engineering, 12 FTE staff are responsible for
signs, roadways, markings and traffic signals within the City.

Table J4 on the following page shows how benchmark jurisdictions have
organized their transportation planning functions.
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TABLE J4: TRANSPORTATION PLANNING FUNCTIONS IN BENCHMARK JURISDICTIONS

Jurisdiction
Lincoln, Nebraska
Knoxville, Tennessee

Columbus - Muscogee
County, Georgia

Augusta-Richmond
County, Georgia

Madison, Wisconsin

Lexington-Fayette
County, Kentucky

Corpus Christi, Texas

Toledo, Ohio

Unified Government of
Kansas City, Kansas,
and Wyandotte County

Cincinnati, Ohio

Santa Ana, California

Colorado Springs,
Colorado

Nashville-Davidson
County, Tennessee**

Louisville-Jefferson
County, Kentucky

Population

171,932

173,890

188,660

189,336

223,389

255,339

285,267

298,446

304,748

332,252

340,024

372,437

552,120

700,000

Consolidated
City/County

No

No

Yes

Yes

No

Yes

No

No

Yes

No

No

No

Yes

Yes

Transportation/Metropolitan Planning

The Lincoln Metro Planning Organization is
housed within the City Planning Department

Knoxville Regional Transportation Organization

The Columbus-Phoenix Metropolitan Planning
Organization is combined with the planning office
of the Columbus Consolidated Government

The Augusta-Richmond MPO is combined with the
Augusta-Richmond Planning Dept.

Transportation planning is carried out by a
separate organization, the Madison Area
Transportation Planning Board

Combined MPO within the Planning Division

Transportation planning is carried out by the
Corpus Christi MPO an independent planning
organization

Transportation planning is conducted by the
Toledo Metro Area Council of Governments
(COQG)

Transportation planning is carried out jointly by
Kansas City Kansas and Missouri though the Mid
America Regional Council MPO

Transportation planning is carried out by counties
within a three state region served by the Ohio,
Kentucky, Indiana Regional COG

Transportation planning carried out by the Orange
County COG, a separate transportation planning
agency

Transportation planning is carried out by a
separate organization, the Pikes Peak Area COG

Transportation Planning is conducted by the
Nashville Area MPO which is part of the
Nashville-Davidson Planning Department

Transportation planning is carried out jointly by the
Kentuckiana Regional Planning and Development
Agency serving counties in Kentucky and Indiana
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The roles for traffic planning need clarification so that staff is not engaged
in redundant work.

Recommendation J31: Clearly define the roles and
responsibilities of Transportation Planning and Traffic
Engineering staff with regard to Fayette County
projects and planning activities.

Jessamine County, by agreement with the City, pays the City for the
provision of MPO services. The agreement was initiated in 1993 and
covers the Lexington urbanized area and Fayette and Jessamine
counties. The 2000 population of Jessamine County represents 15% of
the population in the joint MPO service area.

The Division of Planning is responsible for conducting and documenting
continuing and comprehensive transportation planning, ongoing data
gathering, acting as a liaison between the Kentucky Transportation
Cabinet and the Federal Highway Administration, as well as conducting
air quality conformity analysis. MPO staff is responsible for carrying out all
transportation planning, technical assistance and Transportation
Improvement Program (TIP) designations for Fayette and Jessamine
counties.

Fees paid by Jessamine County to the City for MPO/transportation
planning services have not been recently reviewed. The local match is
typically 15% to 20% of total funding for federal dollars received by the
MPO to conduct air quality planning, mobility/carpool coordination,
congestion management, transit planning, public involvement and
participation, freight coordination and transportation improvement projects
planning. The total FY2008 local match for federal funding to the MPO
was $186,415. If Jessamine County were assessed a proportionate
share of the local match based on the size of the County and the total
MPO service area the fee for services would be an amount equal to 15%
of total local match funds, as shown in Table J5 below, based on FY2008
MPO local match funds.

TABLE J5: LOCAL SHARE TO JESSAMINE COUNTY BASED ON MPO LocAL MATCH

Lexington Local Match - Project Related $265,533
Lexington Local Match - Planning and Program Related $186,415
Total Local Match Funds $451,948
Funding at 15% of Lexington Match $ 67,792

Most MPOs have a system for equitable establishment and distribution for
determining the local share for planning and improvement projects within
the region. Lexington and Jessamine Fiscal Court have a longstanding
verbal agreement that allows the City to invoice the County $10,000 per
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year to support the combined transportation planning activities for the
two-county region.

Fifteen to twenty percent of total staff hours are dedicated to planning and
technical assistance to Jessamine County which would equal a total of
$84,235 based upon total staff salary expenses of $421,173 as shown in
Table J6 below.

TABLE J6: TOTAL MPO SALARIES

MPO Manager $ 80,953
Administrative Specialist $ 31,140
Senior Planner $265,340
GIS Specialist $ 43,740
Total $421,173
20% Share of Total Staff Cost $84,235

Recommendation J32: Establish a formal agreement
between the City and the Jessamine County fiscal
court that outlines the purpose, provisions, staffing,
reporting and funding of the MPO.

Recommendation J33: Assess and revise the annual
payment from Jessamine County so that it is
proportionate to the transportation planning services
provided. In determining the appropriate local match,
local communities have used percent of population,
percent of lane miles driven and passenger miles ridden
for roadway and highway improvements between member
jurisdictions. For establishing transit allocations, poverty
indices or other indicators of need may be used. For
example, if the payment is derived as a percent of the total
population of the total two-county area (12%), the payment
by Jessamine County would be $22,370; however, if it is
calculated as a percent of the total MPO staff salaries, it
could be as much as $84,235. as shown in Table J6.

Land Use Software

The Division of Building Inspection currently uses the Building Inspection
proprietary software system for entering and tracking plans and permits.
The system is approximately seven years old. Permit signoff
departments, including traffic engineering, engineering, fire, solid waste,
addressing, and planning, have access to the signoff screen in the
Building Inspection system.

In 2007, funding was approved for the purchase of an electronic
permitting and plan submittal system. In addition to Building Inspection,
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Fire and Code Enforcement are involved in the review and selection
process for the new system. Planning Division staff is not involved.

Planning Division plans are currently filed in paper form. Major
development plans, preliminary subdivision and final development and
preliminary subdivision plans within expansion areas require 25 paper
plan sets at the time of application submission.

Because the Division of Planning is responsible for the review and
processing of required land use approvals prior to submitting application
for the building permit, and because development review software
systems typically include a planning application or module for tracking the
zoning, subdivision, site plan and variance applications, it is logical that
they be included in the selection process.

The best practice approach is to purchase a single development review
software system that takes the application from start (in Planning) to finish
(through final building inspection). In this way, all data on a single address
is available and accessible to all reviewing units and the modules are
compatible.

Recommendation J34: Develop a comprehensive
integrated system for plans review and tracking that is
linked to the process currently underway by the
Division of Building Inspection. There is an opportunity
for Planning, Building Inspection and outside development
review agencies to create workflow efficiencies by
partnering in this project.

Recommendation J35: Amend Planning Division filing
requirements to require electronic submissions of
applications, plans and supporting documentation.

Planning Division Administrative Support

The Planning Division currently has an excess of administrative support
staff. Each of the four Planning programs has assigned administrative
staff. Planning services has four FTE administrative staff positions; Long
Range Planning has two FTEs and Strategic and Transportation Planning
have one FTE administrative assistant or planning technician assigned.
The administrative assistant within Transportation Planning works
exclusively on transportation planning and MPO related activities

Excluding administrative staff for transportation planning, there is a total
of eight FTE staff support positions in the division including one FTE
administrative officer, three FTE administrative specialists, two FTE
planning technicians, and two FTE staff assistants. There is an
administrative or technical staff person for every two planners and
managers, a very high ratio.
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Some cross-training has already occurred. Administrative specialists
within Planning Services are cross-trained and conduct case intake, file
management, and are responsible for meeting preparation associated
with the Technical Committee, Planning Commission subcommittee
meetings, meetings of the full Commission and Board of Adjustment.
Two FTE staff assistants assigned (one each) to Strategic and Long
Range Planning are cross-trained to provide backup to the administrative
specialists. A planning technician in Planning Services is assigned duties
and functions that are beyond the knowledge base of the administrative
specialist because basic planning knowledge is required and conducts
basic planning research. The Long Range Planning planners are assisted
by a planning technician and a staff assistant. Table J7 provides a
summary of the number and distribution of support staff in the Planning
Division.

TABLE J7: PLANNING DIVISION - ADMINISTRATIVE AND TECHNICAL STAFF BY
PROGRAM

Administrative Planning Staff
Program Specialist Technician Assistant Total
Planning Services 3 1 4
Strategic Planning 1
Long Range Planning 1 2
Transportation Planning* 1 1
Total 4 2 2 8

* Due to MPO funding restrictions, the duties of the administrative specialist are limited to
Transportation Planning/MPO duties and activities.

Recommendation J36: Reduce the number of staff
assistants by one. Only one staff assistant should be
assigned to assist Planning Services, Strategic and Long
Range planning as needed. There are multiple weekly
application deadlines and meeting dates associated with
Planning Commission meetings. Because of the
preparation of minutes and legal notices, planned and
unplanned absences and maintaining the application and
planning committee calendar, it is not unreasonable to
assign three FTE to cover these duties. Staff assistants
are cross trained to provide back up for administrative
specialists within the Division and also attend meetings of
the Board of Adjustment and prepare meeting minutes.
The elimination of one staff assistant will allow for full
coverage and sufficient back up in each section as well as
customer service functions. The position savings
associated with this reduction in staffing is $39,305.

Recommendation J37: Consolidate administrative and
technical support staff into one administrative support
section under the direction of the principal
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administrative specialist. Consolidating administrative
and technical functions in one section is a best practice
that allows for maximum utilization of staffing resources for
planning services, long range and strategic planning staff.

Major Subdivision and Zoning Review Process

The Planning Division has a detailed work program and schedule for
processing applications from the point of submission to the Planning
Commission public hearing. The review process can be shortened if
certain applications can be handled administratively or by the appropriate
Planning Commission Subcommittee. The Planning Commission is
organized to consider and decide on agenda items in a two-stage
process. Items are first discussed and considered in one of two
Subcommittee meetings. Recommendations from the Subcommittee are
forwarded to the full Commission for a final decision.

Applications for major subdivisions with accompanying development
plans require three separate hearings and are reviewed by the Technical
Committee, the Subdivision Subcommittee of the Planning Commission,
and then before the full Planning Commission. The Technical Committee
is an internal review team comprised of staff members from all internal
and external reviewing agencies.

The time lapse from the Technical Committee to the meeting of the
Planning Commission Subcommittee is one week, and the cycle time
between the subcommittee meeting and the full Planning Commission
ranges from one to three weeks.

Applications for zoning text and map amendments require two hearings
and are reviewed by the Technical Committee, the Zoning Subcommittee
of the Planning Commission and the full Planning Commission. For
zoning text amendments, the time lapse from the Planning Commission
Subcommittee to the full Planning Commission is three weeks.

Table J8 summaries published review times for subdivision and zoning
amendment applications.
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TABLE J8: PLANNING DivISION REVIEW TIMES

Calendar Days
from filing to Calendar Days from
Technical Calendar Days from PC Subcommittee to
Committee Technical Committee full Planning
Plan Type Meeting to PC Subcommittee Commission
Major subdivision and development plans 28 8 7
Subdivision plans and all other development 21 8 7
Calendar Days from
Calendar days from Sub-committee to
filing to Zoning Sub- Planning
Committee Commission meeting
Zoning amendments 20 21

Recommendation J38: Identify major subdivision and
development plan applications that can be decided at
the Planning Commission Subcommittee level. Doing
SO can save at least one week in overall processing time.
Eliminating the need to have some applications heard by
both the Planning Commission sub-committee and the full
Commission will provide significant time savings to
applicants. Authorizing final decisions by the Subdivision
Subcommittee of the Planning Commission will require a
change to Commission bylaws or rules of procedure.

Recommendation J39: Identify zoning text and map
amendment applications that can be decided at the
subcommittee level. Doing so can save at least three
weeks in the overall processing time, and will require a
change to Commission bylaws or rules of procedure.

Process maps for zoning and major subdivision and development plans
can be found as Attachment J-1 to this report.

Development Review Process

The application and review processes associated with subdivisions and
development plans includes review by a number of different staff within
the City and outside agencies. Unfortunately, this process is not
consistently made clear to applicants and educational outreach to
process users can be improved.

At the present there are no formal process guidelines for Planning
Services applications for zone changes, subdivisions and development
plans and the sparse information available includes general information
contained in printed brochures. The Planning Services webpage does
provide forms, the filing fees and a summary of the steps included in the
process for zoning text and map amendments, but the roles of the various
participants involved in the review process are not detailed in writing.
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Because this is a complex process involving numerous players, it is
important to outline this process to users so that they understand who is
involved and in what capacity.

Recommendation J40: Develop a handbook that
details the various development review applications
and processes. At a minimum the development
handbook should explain the various patrticipant roles in
the process, provide an explanation of the different levels
of review, including the Technical committee and the role
of the Planning Commission, and detail the formal
application, approval and post application processes. The
handbook should include forms, timelines, fee schedules,
contact names and numbers.

Recommendation J41: Publish the development
handbook electronically with forms that can be
completed and printed or filed electronically from the
Planning Division webpage.

Time Standards for the Development Review Process

Plan certification is the review and sign off process that occurs after minor
and major subdivision plans have been approved. Certification and
signatures must be obtained from some or all of the following: the
Planning Commission, the County Clerk/Recorder, the Planning Director,
and Urban County Engineer (if public improvements are a part of the
development), and the Mayor (if public acquisition is involved). Cycle time
standards for plan certification do not exist beyond the 12 month
maximum certification period for the submission of revised plans included
in The Minimum Land Subdivision Regulations of the Lexington-Fayette
Urban County Government.

If, at the time of Planning Commission approval, conditions are attached,
the developer/engineer has 14 days to make the required additions or
corrections to preliminary subdivision plans that accompany map
amendment requests.

In the case of preliminary plans that do not have an associated map
amendment, and all final development plans, the applicant has one year
from the date of Planning Commission approval to satisfy all conditions of
approval. Satisfying conditions of approval requires that the
developer/applicant revise the approved plans and resubmit them to the
appropriate department/division for review, approval and sign-
off/certification. Certification of preliminary and final subdivision plan is
required prior to recording subdivision plats by the County.

Staff publishes no timeline staff standards associated with the required
reviews prior to signature and certification. There are no existing
standards that govern the length of time of the City’s internal review and
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sign off for plans within the one year certification period. There is no
tracking of cycle times of plans submitted for certification.

Given that “time is money” for the City’s process users, timeliness is
critical to customer satisfaction. City staff should be cognizant of this and
make every attempt to move projects through the pipeline as expediently
as possible — without compromising the quality of review.

Recommendation J42: Develop and publish cycle time
standards for review of plans submitted for
certification.

Recommendation J43: Track certification cycle times.
Tracking is needed to determine the average time for
completion of technical reviews and sign off for each
participating department.

Combine Strategic and Long Range Planning

The Division of Planning includes work units for strategic planning and
long range planning. There are overlaps in the current operations of both
units.

Strategic Planning is responsible for working to produce short- and long-
term implementation plans based on recommendations included in the
adopted Lexington-Fayette Comprehensive Plan. The work of Strategic
Planning is aimed at addressing timely planning issues and concerns that
emerge based on current trends/data and may address issues of long
range planning and development review. A key work program item of the
strategic planners is the creation of an infill development strategy for the
downtown and other areas within the urban service boundary.

The Long Range Planning unit encompasses comprehensive planning
and growth management. Staff of this section is also responsible for sub-
area and neighborhood planning, development of population projections,
and maintenance of GIS land use layers. Long Range Planning staff will
begin working on small area plans after the report for the recently
adopted comprehensive planning is completed.

Each of the two programs has a manger assigned but the position of
manager for Strategic Planning is currently vacant.

Planning Commissioners are concerned that neighborhoods want small
area plans; however frequently there are no clear strategies for
implementing these plans. In addition, some of the small area plans
scheduled for initiation by the long range planning group may be
impacted by the recommendations and strategies for infill development.

Other than comprehensive planning, which is carried out by staff in long
range planning, many of the functions of the two groups are very similar.
The current work plan includes projects for both strategic and long range
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planning that will likely require close coordination between staff of the two
programs.

One project on the current work plan is proposed for completion by
planners from strategic, long range planning and planning services.
There are probably other instances where joint strategic and long range
planning perspectives are logical. The similarity in functions between the
two programs, and manager vacancy, present an opportunity for
consolidation.

Recommendation J44: Consolidate the Strategic and
Long Range Planning units. A combined unit allows for
flexibility in the use of staff and promotes greater
collaboration on area plan projects and implementation
strategies.

Recommendation J45: Eliminate the position of
manager of strategic planning. This position is currently
vacant. Implementation of this recommendation will result
in savings of approximately $107,075 (salary and benefits).

Planning Commission Review Process

As in most cities, Lexington has a Planning Commission to provide zoning
review and planning guidance for development in the City. The current
structure of the Planning Commission meetings creates an additional
layer in the review and approval of some applications.

The Planning Commission is responsible for the review and approval of
zoning text and map amendments, preliminary and final subdivision plans
and development plans; as well as appeals to decisions by the BOAR and
the Board of Adjustment.

The Planning Commission has established two subcommittees to
facilitate detail review of zoning and subdivision recommendations.
Subcommittee membership is split so that a Planning Commission
member belongs to one subcommittee; these are working meetings.

Zoning text and map amendments are discussed by members of the
Zoning Committee, while subdivisions and development plans are
reviewed and considered by members of the Subdivision Committee.

Planning Commission public hearings and subcommittee meetings are
held bi-monthly according to the following schedule:

= Subdivision Committee - first Thursday

= Zoning Committee — first Thursday

= Subdivision public hearing — second Thursday
=  Work session — third Thursday

= Zoning public hearing — fourth Thursday
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Planning Commission members attend a minimum of three meetings per
month, consisting of one subcommittee meeting and two public hearings.

Not only is this arrangement time consuming for Commissioners, but it is
redundant. Most applications are subject to three reviews: Technical
Committee, Planning subcommittee, and the full Planning Commission.
All items reviewed at the subcommittee level go to the full Commission.

It is not uncommon to have a total of 47 - 50 items on each of the three
monthly Planning Commission agendas and Planning Commission
members spend an estimated 10-12 hours per month preparing for and
attending Planning Commission meetings. This is a high burden upon
volunteer Commissioners, as well as significant work for applicants who
must prepare for, and appear at, multiple meetings on the same
application.

Planning Commission workload for the last three years is summarized in
Table J9.

TABLE J9: PLANNING COMMISSION WORKLOAD DATA

2004 | 2005 | 2006 | 2007

Total Applications Processed 596 | 610 | 497 | 458

Average Planning Commission Applications per Month 49.7 | 50.8 | 41.4 | 38.2

Recommendation J46: Streamline the Planning
Commission review structure to allow decisions on
some applications to occur at the committee level.
Decisions made at the subcommittee level would then be
forwarded to the full Commission for information only. This
will eliminate a third meeting for applicants and reduce
Planning Commission agendas.

Recommendation J47: Implement a consent agenda
for full Planning Commission meetings. A consent
agenda generally allows for mundane and non-
controversial items to be approved in a batch and without
discussion by Commissioners during the meeting.
Commissioners should determine along with staff which
review items are allowed to be placed on the consent
agenda. It should also be agreed that Commissioners may
request removal of any item on the consent agenda. The
item would then be placed on the agenda of discussion
items for consideration and action by the Commission.
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Recommendation J48: Identify the types of
applications that can be reviewed and approved
administratively. Another way to streamline meetings is
to identify plans that require minor review, such as minor
plats and consolidation plats that can be delegated to
Planning Division staff for review and final approval.

Planning Division staff regularly meets with the Technical Committee,
conduct plans review and analysis, and develop staff reports that are
forwarded to members of the Planning Commission prior to meetings.
Planning Commission members then use the staff report to familiarize
themselves with site issues and development proposals prior to meetings.

Planning commissioners state that reports are often received less than
one week prior to scheduled meetings and that they do not always have
an adequate amount of time to review staff reports prior to full
commission or subcommittee meetings.

With the large number of agenda items and an average of three Planning
Commission-related meetings per month, Planning Commission members
should receive staff reports in a more timely manner.

Recommendation J49: Prepare and deliver staff
reports to Planning Commission members no later
than one week prior to a scheduled meeting. Firm
deadlines should be established that hold true; late staff
report submissions will not be included.

Recommendation J50: Provide applicants with written
notice of deadlines for information required for staff
review. Deadlines should hold as true for applicant
submission of information as they do for internal staff
report submissions. This will ensure that planners have
adequate time to review plans and materials required for
timely development of staff reports to Planning
Commission.

Zoning/Variance Processes

Planning and zoning activities in the Commonwealth of Kentucky operate
under legal guidelines established by Chapter 100 of the Kentucky
Revised Statutes. Chapter 100.203 allows the Planning Commission to
hear and decide applications for variances or conditional use permits
when a proposed development requires a map amendment and one or
more variances or conditional use permits.

The zone change process in designated infill and redevelopment areas
has been streamlined to allow the Planning Commission to act on behalf
of the Board of Adjustment (BOA) by considering variances during the
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zone change process. KRS 100 allows for a broader application of this
combined approval process.

Applications for development that are not included in the designated infill
and redevelopment boundary have a two-step review process for zone
changes and variances. The zone change is reviewed by the Planning
Commission and the variance is reviewed and acted on by the BOA.

Recommendation J51: Combine zoning/variance
requests and zoning/conditional use processes for
certain development proposals outside of the infill and
redevelopment boundary. Implementing this
recommendation could potentially decrease the review
cycle by 12 calendar days for variance requests and 20
calendar days for conditional use requests as shown in
Table J10 below.

TABLE J10: BOARD OF ADJUSTMENT REVIEW TIMELINES

Action Total Days

Conditional Use

Application Filing

Technical Committee 2
BOA Hearing and Decision 28
Total Days 30
Less days for the legal advertisement 10
Total Reduction in Review Days 20

Variance Request

Application Filing

Landscape Review Committee 12
BOA Hearing and Decision 10
Total Days 22
Less days for the legal advertisement 10
Total Reduction in Review Days 12

Recommendation J52: Identify other instances in
which the Planning Commission can assume Board of
Adjustment decision making powers for variance or
conditional use requests combined with zone change
applications.
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Planning Division Position Savings

Total position savings achieved by implementing recommendations

related to the Planning Division is summarized in Table J11 below.

TABLE J11: PLANNING DIVISION POSITION SAVINGS

Position FY 2008 Salary Benefit Rate Total

Planning Manager (Strategic Planning) $86,489 23.80% $107,073
Staff Assistant $31,749 23.80% $39,305
Total Savings $146,378

The following Planning Division organization chart, shown as Figure J3,

illustrates the recommended addition of the combined preservation
program and consolidated administrative unit.

FIGURE J3: RECOMMENDED PLANNING DIVISION ORGANIZATION CHART

Planning Director

Preservation

Transportation
Planning

Planning
Services

Administration &
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Division of Building Inspection

The Division of Building Inspection provides Plan review and inspections
for commercial and residential construction projects within Lexington and
Fayette County. Staff of Building Inspection has the following primary
responsibilities:

e Enforcing the uniform Kentucky Building Code to ensure safe
minimum levels of construction

e Zoning code enforcement
Issuing building permits and certificates of occupancy

The Division of Building Inspection consists of 42 FTEs within four
sections: commercial, residential new construction, existing residential
construction and administrative office management. The Division has an
FY2008 approved budget of $2,930,380 million, with 95.9% of that spent
on salaries and benefits.

Total permit and inspection workload for the past three years and the first
nine of months of 2007 is summarized in Table J12.

TABLE J12: BUILDING INSPECTION BUILDING PERMIT SUMMARY

Construction
Year Permits | Buildings Units | Square Feet Cost
2004 8,932 4,018 4,140 14,387,764 534,517,640
2005 9,378 4,288 4,302 16,513,800 701,847,498
2006 7,365 3,452 4,033 13,711,148 627,325,020
2007 YTD (Sept.) 5,171 2,369 2,155 8,138,302 489,570,456

The following findings and recommendations apply to the Division of
Building Inspection.

Commercial Plan Review
Each time a commercial plan set is reviewed, plan review information is
completed and maintained manually and electronically.

A plan review record is completed manually for each application. A one-
page commercial checklist is completed for commercial projects and
retained in the Building Inspection system for permit applications. The
commercial checklist is a summarized and condensed form of the more
detailed five-page plan review record which was also completed
manually.

Completing both the commercial checklist and the more detailed plan
review record represents a duplication of effort.

Recommendation J53; Eliminate the commercial check
list to prevent duplication of effort.
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Recommendation J54: Convert the plan review record
to electronic format. Include the plan review record form
in the design of the new electronic plan review and
inspection system.

Residential Plans

The current Building Inspection information system allows commercial
applicants to review the approvals screen on-line to determine project
status. A read-only screen allows the applicant to view the status of
approval, date of the review, and any comments entered by the reviewer.

However, online plan review information can be accessed for commercial
projects online and is not available for single- and two-family residential
projects.

Residential applicants should be extended the same courtesy to check
status as for commercial applicants.

Recommendation J55: Incorporate online, read-only
status reports for residential plans.

Recommendation J56: Add reviewer phone numbers
to the approval status screen as a convenience to
applicants checking plans status.

Cycle Time Expectations for Building Inspection

Building Inspection staff is currently in the process of reviewing various
software applications that will allow for electronic plan review and
inspection requests for all Building Inspection applications. Other City
agencies involved in this effort include Fire and Code Enforcement.

Each of the three programs within Building Inspections has a 24-48 hour
turnaround time standard for responding to complaints received through
LexCall and complaints called in directly to Building Inspection. Persons
scheduling inspections are informed that inspections will be completed in
24 to 48 hours of the request, except for inspections requests that are
made on Friday. Anecdotally, staff seem to think that they are able to
complete inspection requests within 48 hours, but there is no data
available to support this claim.

Despite this, inspection response times are not tracked to ensure that
zoning, code enforcement complaints and inspection requests are
completed within the established time period. No tracking of 24 to 48 hour
standard for complaints and inspection requests currently exists.

It is important for customer service and performance evaluation to ensure
that turnaround time standards are met, barring special circumstances.
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Recommendation J57: Identify and analyze the origin
and type of complaints received.

Recommendation J58: Incorporate data collection for
response to complaints and inspection requests into
the design of the electronic plan review and permitting
system.

Tuesday Morning Meeting Process

Building Inspection conducts a weekly, multi-department internal staff
review of plans, called the Tuesday Review Board, at no charge to
applicants. The Tuesday Review Board is divided into two meetings: a
morning meeting and an afternoon meeting. Plan review is conducted in
half-hour time blocks and a round robin discussion allows each
representative to provide verbal comments on the project to the applicant.
Plans are retained by Building Inspection staff and the Fire Marshal, who
have two weeks following the meeting to review the plans and provide
written comments to the applicant. Applicants who do not gain approval
may request another Tuesday review.

The morning meeting for new buildings and additions began in the 1980s
and the meeting is held from 9 a.m. to noon. Attendees include
representatives from Building Inspection, Engineering, Stormwater,
Erosion Control, Traffic Engineering, Solid Waste, Addressing,
Environmental, and Emergency Management.

The afternoon review, for the purpose of expediting the review of small,
simple plans such as tenant refinishes and remodels began in 2003 and
are reviewed by a Building Inspection plans reviewer, addressing
representative, and the Fire Marshal. If all items have been satisfactorily
addressed, the applicant can walk out of the meeting with permits in
hand.

The method used by applicants to gain access to the Tuesday Plan
Review meeting agenda is unclear. Since there is no formal written
criteria for the types of plans best suited to this expedited review, access
to the meeting is severely limited. The primary way in which applicants
learn about Tuesday Review is if staff suggests it, or they know someone
who has previously used this service.

Over the last three years, the volume of plans reviewed by the Tuesday
Review board averaged 232 applications per year for new buildings and
additions, and 258 for small projects including tenant refinishes and
remodels. In 2006, the Tuesday Review meeting was used for a mere 6%
of the total permits issued.

Table J13 summarizes the three year review volume.
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TABLE J13: TUESDAY REVIEW BOARD MEETINGS

Three-Year
Annual 2007 Plans/
2004 | 2005 | 2006 Average Projects Week
Morning Review 263 242 192 232.3 212.0 4.6
Afternoon Review 257 269 249 258.3 253.3 5.2

Last-minute cancellations and “no shows” are common. While it is
estimated by staff that about 50% of applicants leave the afternoon plan
review meeting with a permit, staff has no real sense of time savings
associated with plans that are reviewed during the morning review
session.

Scheduling of a Tuesday appointment block is at the request of the
applicant, however no information is provided and the only way an
applicant knows to request a timeslot is if staff suggests it or they learn
about the process from a previous user. There are minimal criteria in
place for the types of projects best suited for this type of review.

The Tuesday meetings are a best practice, but the process needs
clarification, informational outreach, and formalization to make it most
effective for staff and customers.

Recommendation J59: Develop and publish review
criteria and identify the types of plans best suited to
the Tuesday morning review.

Recommendation J60: Adopt a policy that any plan
that meets the specified criteria is automatically
scheduled for Tuesday morning review.

Recommendation J61: Institute a cancellation policy
and a “no-show” penalty fee equal to double the cost
of the staff time for the half-hour consultation with City
department representatives.

Historic District Plans

Improvements in historic districts are reviewed and decided by the Board
of Architectural Review (BOAR). The BOAR is a five-member review
board appointed by the Mayor and meets twice per month to review
applications for alterations and changes to properties located in H-1
overlay zones. H-1 overlay zones are used to protect areas,
neighborhoods, buildings and sites having historic significance. The
BOAR also makes recommendations to the Planning Commission
concerning the local designation of historic districts and landmarks.

Applications for improvements within H-1 overlay zones are first reviewed
by staff, who then draft a staff report to the BOAR. Prior to completion of
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the staff report, it is circulated to other City divisions for review, including
Building Inspection, Fire, Traffic Engineering, and Planning. However,
plans are not always circulated to Building Inspection for review, causing
delays at the point of building permit issuance.

The BOAR issues certificates of appropriateness for alterations and
changes to properties, except for ordinary maintenance, based on design
guidelines and criteria established for each designated historic district. If
the application for the Certificate of Appropriateness is approved, a copy
is forwarded to the Division of Building Inspection for review as part of the
process to issue a building permit.

In some cases applicants are denied because the BOAR approved
improvement does not meet building codes. This results in time delays to
the applicant because, in order to obtain a permit, the plans must be
revised and reviewed again with the BOAR.

Recommendation J62: Forward applications for Board
of Architectural Review to the commercial project
facilitator or the appropriate residential construction
supervisor in Building Inspection prior to staff report
completion. This will allow for sufficient review and
comment by Building Inspection plans reviewers prior to
the applicants request for building permits.

Residential Construction Inspectors

As shown in Table J14, staff of the existing residential construction
program is divided into three units: one- and two-family additions and
remodels, zoning and complaints, and mechanical inspections.

Staffing for one- and two-family additions and remodels consists of a
supervisor and three building inspectors. Each building inspector is
assigned to a specific geographic area within City boundaries for his/her
inspections.

TABLE J14: STAFFING TABLE - EXISTING RESIDENTIAL CONSTRUCTION

Section FTE
Supervisor 1
One & Two Family Additions & Remodels
Zoning & Complaints

Mechanical Inspections 6
Total 14

Plan review functions are rotated weekly and according to a schedule
among all existing residential inspectors. Among one- and two-family
residential and zoning inspectors there is no rotation of inspection areas.
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Recommendation J63: Develop and implement a
schedule to rotate assigned inspection areas.
Rotating inspection area assignments and using a
schedule similar to those used for plan review is a best
practice. It allows for variety and diversity in perspective
and will  promote coordination and increased
communication among inspection staff.

Residential Inspection Staffing

Residential plan review and inspections are carried out by two teams
within the Division of Building Inspection: one team is responsible for new
residential development and the other team is responsible for existing
residential development. In total there are 12 FTEs devoted to residential
(new and existing) inspections.

The new residential group is responsible for plan review and inspections
associated with the construction of new single family and two family
developments, and a total of nine FTEs staff are trained to conduct
inspections and plan reviews for new residential developments.

The existing residential group carries out similar duties for single-family
and two-family permits for remodels, additions, decks, garages and other
accessory structures, fences, retaining walls and duplex conversions.
There are three FTEs assigned to plan review and inspections associated
with existing residential units. These three FTE inspectors/plans
reviewers are assisted, as needed, by two FTE inspectors assigned to
respond to zoning complaints.

In light of the recent slowdown in the housing market, staffing levels for
new residential plan reviewers/inspectors may be high. In 2006 a total of
19.6% of all permits granted were for single- and two-family residential
units. The number of permits issued for one- and two- family units
decreased 34.1% between calendar years 2004 and 2006 from 2,188 to
1,441.

Of the 12 FTEs assigned to new and existing residential, one FTE from
each unit is assigned to plan review each day for eight hours. These
plans reviewers assist applicants that visit the counter or call with
requests and questions. Based on analysis of the hours per day devoted
to plans and review, and the average number of inspections per permit
issued, Management Partners derived a total number of inspections for
the number of permits issued for 2006 (8,646). Dividing the 8,646 (total
average inspections) by total inspection days per year (248) equals the
average number of new and existing residential inspections per day,
which is 34.9.

Using an average of one hour for each inspection (including travel time)
35 inspection hours are required per day to complete the workload. There
are a total of six hours per day devoted to inspections, which means that
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an estimated six FTEs per day are needed to conduct 35 inspections per
day. Adding one FTE to ensure backfill coverage during days off results in
a total of seven FTEs required to handle 2006 workload demand.

Recommendation J64: Reduce the number of staff
devoted to new and existing residential inspections by
three FTEs. The estimated savings, including benefits,
associated with elimination of three residential inspectors
totals $187,007.

Recommendation J65: Use contract inspectors as
needed to handle peak residential inspections in
excess of 2006 workload volumes.

Total position savings achieved from the recommendations is
summarized in Table J15 and includes the elimination of three FTE
residential inspector positions.

Table J15: Division of Building Inspection Position Savings

FY 2008
Position Salary Benefit Rate Total
Building Inspector 50,352 23.80% | 62,335.78
Three FTE positions 187,007.33

Inspector Scheduling

Inspection requests can be called in by customers to the Division of
Building Inspection between the hours of 8:00 a.m. and 4:30 p.m.
Inspection requests that come in after business hours are left by
voicemail message and the request is scheduled for the next business
day. Administrative staff assigned to the customer service counter is
responsible for scheduling inspections, an entirely manual process at this
point.

Delays in scheduling inspections occur because developers and
engineers do not have the ability to schedule in real time (24/7) via the
phone or internet; a best practice among high performance building
inspection operations.

Building Inspection is in the process of selecting a plans review;
permitting software system and automation of inspection scheduling
should be included.

Recommendation J66: Implement a web-based
inspection scheduling system as part of the on-going
project to implement a plan review and permitting
software system within the division and other review
agencies. A Dbest practice development permitting
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application is web-based or online scheduling that allows
scheduling through a real-time/live calendar such as MS
Outlook. This allows the person making the request to
schedule an appointment based on available openings for
days or weeks at a time. Frequently governments include
penalties for no-shows to discourage erroneous
appointments.

Take-Home Vehicles for Inspectors

As is common in some jurisdictions, building inspectors each begin the
workday by arriving at the office to pick up daily inspection assignments,
checking messages and returning phone calls prior to beginning field
inspections. At the end of the day, inspectors return to the office to enter
inspection notes into the Building Inspection system.

The result of this schedule is that approximately one to two hours of
potential productive time per day (up to 25%) is lost per inspector due to
the need to begin and end at the office each day. In order to increase
inspector productivity and maintain staffing levels, the City should explore
alternatives to this scheduling arrangement.

Recommendation J67: Pilot test the use of take home
vehicles so that inspectors begin and end daily
inspection duty from home rather than driving into the
office. This recommendation cannot be implemented until
plan review and permitting software is operational and
inspectors are equipped with tablet PCs or handheld
devices.

Recommendation J68: Develop performance
requirements for staff persons who participate in the
take home vehicle pilot. The use of performance
measures will ensure accountability of inspectors who are
not required to report to the office.

Physical Workspace

The Division of Building Inspection is comprised of the four programs,
three of which are dedicated to the plan review and inspections functions
for commercial, residential new construction and existing residential
construction.

Applicants must submit plans in person at a central intake counter at
Building Inspections. Because there are currently no capabilities for
electronic plans submissions, only hard copy plan sets and applications
are accepted. Intake counter space allows for the viewing of two large
plan sets at once.

As currently configured, there is inadequate space within the office for
one-on-one plan review and private consultations and meetings. There is
one meeting/conference room in the office and space for conducting a
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private meeting with an applicant or potential applicant is limited. Due to
the complexity and size of commercial applications, review is lengthy and
ties up limited counter space.

Recommendation J69: Identify an alternative meeting
space that can be used by plans reviewers.

Recommendation J70: Require appointments for
commercial building plans.

Conclusion

The Department of Public Works and Development can improve
operations by streamlining its organization structure and clarifying roles
and duties to eliminate redundancy. Process improvements for planning
staff and Planning Commission review will shorten cycle times and
ensure thoroughness of review. Street sweeping, snow removal, and
street tree maintenance can be improved through use of best practices.
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K. DEPARTMENT OF ENVIRONMENTAL QUALITY

The Department of Environmental Quality was created as part of Mayor
Newberry’s 2007 reorganization to address the challenges posed by the
forthcoming US Environmental Protection Agency (USEPA) sanctions,
which target local violations of the Clean Water Act. The department was
created by joining employees from the divisions of Engineering, Planning,
Risk Management and Environmental and Emergency Management with
the Sanitary Sewer and Solid Waste divisions to form the new
department. The department consolidates environmental functions
together under one umbrella, making for a more streamlined, efficient
approach to environmental challenges.

Department functions include the provision of solid waste services and
sanitary sewer maintenance and construction and wastewater treatment.
The department will also assume responsibility for stormwater
management. The department, which is managed by the Commissioner
for Environmental Quality (appointed by the Mayor), is divided into three
divisions:

= Office of Compliance

=  Water and Air Quality

= Waste Management (formerly known as the Division of Solid
Waste)

Management Partners has reviewed all three divisions. It is important to
note that the review of Water and Air Quality came in advance of the
pending consent decree with the USEPA and that recommendations do
not include staff, equipment or policy issues that may result from that
agreement. Furthermore, interviews related to the Division of Water and
Air Quality were limited to discussions with the Commissioner, its director
and one other senior manager. The Division of Water and Air Quality and
the Department of Public Works have a number of overlapping or related
responsibilities.  Consequently, recommendations presented in this
section include a few comments that will also impact the Department of
Public Works.

Figure K1 shows the department’s current organizational structure.
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FIGURE K1: DEPARTMENT OF ENVIRONMENTAL QUALITY ORGANIZATIONAL
STRUCTURE AND STAFFING
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The Department of Environmental Quality is one of the larger
departments with 408 authorized positions. As a new department, the
organizational structure, support functions and even office equipment is
still in the process of coming together.

The Department of Environmental Quality is expected to lead the City
through a major initiative to “green” the government and move the
community and organization towards environmental sustainability. The
department will also need to meet the demands of the pending consent
decree with the USEPA. These two major new responsibilities are added
to the work assumed with the creation of the department.

The Commissioner is both the senior manager for a very large operating
group and the public face for new environmental initiatives and a
proposed stormwater utility. Time requirements on the position leave less
than adequate personal resource to dedicate to the development of
initiatives and basic management of the department. Adding a senior
staff person in the form of a Deputy Commissioner will allow the sharing
of duties and provide continuity and direction for the department when the
Commissioner is unavailable.

Development of new initiatives involves considerable research and policy
development.  Environmental sustainability is relatively new as a
government theme but there are numerous examples to borrow from.
There are several programs, conferences and even significant grants to
assist communities in pursuing environmental objectives. Dedicating
someone to this effort could have significant benefit, both in developing
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policy without trying to reinvent what others have already done and in
identifying potential grants to help with the cost of implementation.

In order to support the Commissioner and the department’s significant
initiatives properly, as well as the new responsibilities of the Division of
Environmental Policy, a restructuring of the current management and
analytical positions is needed within the Commissioner’s office.

Recommendation K1: Create an administrative officer
senior position for the Department of Environmental

Quality.

Recommendation K2: Fill the vacant Administrative
Specialist Senior position in the Commissioner’s office
and transfer that person to the Division of
Environmental Policy.

Recommendation K3: Add a graduate intern position.
This position would have responsibility for special projects,
research, report development as well as identifying and
coordinating  potential grants for  environmental
sustainability and building a green Lexington-Fayette
Urban County Government.

Recommendation K4: Transfer the Administrative
Officer currently reporting to the Commissioner to the
Division of Environmental Policy.

Figure K2 shows the department’s proposed organizational structure.

FIGURE K2: DEPARTMENT OF ENVIRONMENTAL QUALITY PROPOSED
ORGANIZATIONAL STRUCTURE AND STAFFING
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Commissioner’s Office Position Impact

The total estimated impact of position recommendations resulting from
implementing staffing recommendations related to the Commissioner’s
office is summarized in Table K1 below.

TABLE K1: OFFICE OF THE COMMISSIONER FOR ENVIRONMENTAL QUALITY POSITION
IMPACT

Office of the Commissioner for Environmental Quality

Position Action FY 2008 Salary Benefit Rate Total

Graduate Intern Created $12 per hour N/A $12,480.00
Division Director * Created $88,397 23.80% $109,435.49
Total Cost $121,915.49

* The Division Director salary that is being recommended was estimated calculating the
average FY 2008 salary for division directors throughout the City of Lexington

Office of Compliance

The Office of Compliance is a new division formed in the recent
reorganization to focus on internal compliance with environmental
regulations and environmental objectives such as “greening” government.
The office will research and encourage the use of recycled materials and
develop and issue internal communications highlighting best practices.

The office consists of four FTEs and a temporary employee and has a
budget of $340,720.

Figure K3 shows the division’s current organizational structure.

FIGURE K3: OFFICE OF COMPLIANCE ORGANIZATIONAL STRUCTURE AND

STAFFING
Office of Compliance
Administrative Officer Senior
]
Staff Assistant
Senior
I |
Compliance Environmental Environmental
Coordinator Planner Senior Inspector

The Office will help Lexington-Fayette Urban County Government
divisions comply with federal, state, and local environmental laws and
regulations.
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Mission Statement

The working mission statement that was proposed during the Fall of 2007
is: “Simply stated, the mission of the Office of Compliance is to help. We
are here to help Lexington-Fayette Urban County Government divisions
comply with federal, state, and local environmental laws and regulations
and to help the Lexington-Fayette Urban County Government conduct
operations in a way that is sustainable, conserves natural resources, and
protects and preserves the natural and urban environment.” The Office of
Compliance’s goals are listed below.

Goals:

e Assist the Lexington-Fayette Urban County Government
departments and divisions to conduct operations in a way that is
sustainable.

e Assist departments and divisions, in ensuring the environment is
restored to applicable federal, state and local cleanup standards
when a release occurs.

e Assist divisions in identifying environmental permits and planning
documents required under federal, state and local laws and
provide guidance/assistance to the individual divisions in
preparing these documents.

e Assist individual divisions with managing non-hazardous,
hazardous and special wastes.

e When requested, review proposed acquisitions of buildings and
land of significant size by the Lexington-Fayette Urban County
Government (to include those donated to the Lexington-Fayette
Urban County Government) prior to acquisition to identify potential
environmental liabilities.

e Upon request, review the (major) construction/renovation/
demolition projects with the responsible (controlling) division prior
to beginning work in order to identify and address potential
environmental concerns.

e Assist in evaluating purchasing procedures to ensure that the
procedures being used at both the individual divisional level and
government-wide are supportive of Lexington-Fayette Urban
County Government environmental initiatives.

o Periodically survey Lexington-Fayette Urban County Government
operations to assess compliance with federal, state and local
environmental regulations.

e Prepare a written report annually for submittal to the Mayor,
Council, as well as the commissioners and directors of
departments and divisions discussed in the report summarizing
Lexington-Fayette Urban County Government environmental
compliance efforts, identifying areas where improvements may be
needed, and highlighting achievements of the previous year.

e Assist in “greening-up” government operations.
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e Educate employees on green issues by writing “The ‘Green’
Space” articles for the Employee Extra.

Role and Organizational Structure

In interviews, the Commissioner and office staff were still in the process
of defining their “official” duties, responsibilities and priorities under the
new organizational structure. The mission statements, goals and
objectives and long range plans for the Office of Compliance are still
preliminary. Brainstorming activities between the Commissioner and
division staff have identified an extensive list of opportunities to become
active in promoting the current mission statement. Refinement and
prioritization of this list will serve as a guide for future staffing
requirements.

The creation of the Department of Environmental Quality and the
assumption of responsibilities previously held by other departments will
require amendments to existing ordinances and policies. Furthermore,
new responsibilities assumed by the department will require that enabling
ordinances and written policies be put in place to define the level of
authority and enforcement ability for the Office of Compliance.

The title “Office of Compliance” is a bit of a misnomer and gives the
impression of an enforcement role that does not appear to meet intended
function. Along with this, the designation “Office” instead of “Division” has
proven to be somewhat confusing as it is the only such designation within
Lexington-Fayette Urban County Government.

Air quality responsibilities were initially added to the Water and Air Quality
Division although no staffing or specific charges were provided. No
specific duties were communicated and the title was created to create a
home for future initiatives and programming.

Air and water quality issues are not generally related and a better fit for
these responsibilities would be the Division of Environmental Policy. At
this time the only City staff person dedicated to air quality issues is the air
guality senior planner in the Public Works Department. This position is
grant funded and dedicated to traffic-related air quality issues and would
add little capacity to the division if transferred. The position should
however, be able to assist the Division of Environmental Policy in
evaluating air quality needs and opportunities within the City.

The reorganization was a first step but without direction, clarity of
purpose, and authority to implement and enforce policy, the new Office of
Compliance will achieve limited success.

Recommendation K5: Change the name of the “Office
of Compliance” to “Division of Environmental Policy.”
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Recommendation K6: Develop a mission statement,
goals and objectives, and a work plan for the new
Division of Environmental Policy.

Recommendation K7: Revise ordinances to reflect the
new organizational structure for responsibility and
enforcement.

Recommendation K8: Transfer environmental
management duties of the Division of Environmental
and Emergency Management (DEEM) to the
Department of Environmental Quality. This
recommendation is explained in the Public Safety chapter
of this report, Recommendation L20.

Recommendation  K9: Transfer air quality
responsibilities from the Division of Water and Air
Quality to the new Division of Environmental Policy.

Recommendation K10: Enlist the air quality senior
planner from the Division of Planning in the process of
evaluating air quality opportunities, priorities and
staffing needs for the new Division of Environmental
Policy.

It is very likely that additional staff and resources will be required
in the near future to fulfill the responsibilities of this division.
However, the workload data that would make staffing analysis
possible does not currently exist.

Recommendation K11: Review staffing requirements
for the new Division of Environmental Policy once
duties, priorities and workload are firmly established.

Because this division is new and is in the process of defining its mission,
Figure K4 shows the new division’s proposed functional organizational
structure, rather than a more traditional position-based table of
organization.
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FIGURE K4: DIVISION OF ENVIRONMENTAL PoLICY PROPOSED FUNCTIONAL

ORGANIZATIONAL STRUCTURE
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The total estimated impact of position recommendations resulting from
implementing staffing recommendations related to the Division of
Environmental Policy is summarized in Table K2 below.

TABLE K2: DIVISION OF ENVIRONMENTAL POLICY POSITION IMPACT

FY 2008 Benefit
Position Action Salary Rate Total
Administrative Officer *Transferred In $40,455 23.80% $50,083.29
Administrative Specialist *Transferred In $40,011 23.80% $49,533.62
Administrative Specialist *Transferred In $40,011 23.80% $49,533.62
Program Manager *Transferred In $49,148 23.80% $60,845.22
Total Savings $0.00

* Because these positions were transferred into the division, government-wide costs are
not experienced

Division of Water and Air Quality

The Division of Water and Air Quality operates and maintains the
government-owned sanitary sewage system for the majority of Lexington-
Fayette County. The system includes 76 pump stations, almost 1,400
miles of sewer line, over 28,000 manholes and two large sewage
treatment plants — Town Branch, off Old Frankfort Pike and West
Hickman, on Ashgrove Pike. Wastewater collection systems maintenance
is responsible for all maintenance, cleaning, and rehabilitation of sewer
lines within the Lexington-Fayette County service area.

The sanitary sewer system and supporting pump stations are inadequate
to manage peak flows and result in too frequent discharges of untreated
sewage to receiving waters. The pump stations are in generally poor
condition as well as being, in some cases, undersized. The two
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wastewater treatment plants have not been kept up to date and are also
reaching their hydraulic capacities to process wastewater.

Water and Air Quality is also responsible for stormwater management
and is negotiating with the USEPA regarding violations of the Clean
Water Act. The extent of mitigation required will be dependent on a
negotiated settlement and is currently undetermined in scope.

Organizationally, Water and Air Quality is divided into many smaller
functions with managers reporting to its director. There is a proposed
reorganization that will cut the number of direct reports to only 11. This is
unwieldy and creates a knowledge gap when the Director of Water and
Air Quality is unavailable. It is also unnecessary based on the size and
make-up of the existing staff.

The Division of Water and Air Quality has an authorized staffing level of
159 FTEs with an addition of five seasonal employees and currently
employs 144 FTEs and three seasonal employees. The division has a
budget of $37,599,825.

While air quality is currently a part of the assigned responsibilities for this
division, no staff is currently assigned to this function.

Figure K5 shows the division’s current organizational structure.
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FIGURE K5:

STRUCTURE AND STAFFING
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The following findings and recommendations apply to the Division of
Water and Air Quality.

Streamline _Organizational Structure for the Division of Water
and Air Quality

There are currentlyl? direct reports to the Director of Water and Air
Quiality. Operations are divided into functional areas and only the director
has focus on overall policy. Significant effort is expended on day-to-day
operations. Furthermore, the large number of reports leaves the division
without a viable back-up in the absence of the director as each manager
has only a limited view of the organization. This focuses all system
knowledge on a single individual with little or no back-up when the
director is absent. It also creates a tedious process of management and
information gathering.

Water and Air Quality currently has its own engineering and construction
management section with engineering focusing on stormwater.
Elsewhere in this report, Management Partners has recommended
consolidation of capital projects management under the Department of
Public Works. In this particular case, where there will be a concentrated
effort to implement changes associated with the pending consent decree
with USEPA, it is recommended that these functions remain in Water and
Air Quality. This should be revisited once the dictates of the consent
decree are met.

Recommendation K12: Rename the “Division of
Water and Air Quality” to “Division of Water Quality.”
This will better define the division’s function and reflect the
transfer of air quality responsibility to the Division of
Environmental Policy.

Recommendation K13: Streamline the new Division of
Water Quality. The management structure of this division
is unwieldy and requires the director to be involved in the
management of staff and operational issues at a level that
should be handled by intermediary supervision. The
following actions should be taken to improve the
management structure:

o Create three senior management positions
consisting of a deputy director for operations, a
deputy director for technical services and an
administrative manager senior

e Managers reporting to the deputy director of
operations should include:

o Collection and conveyance manager

0 Municipal engineer senior treatment plants

0 Laboratory supervisor

0 Plant operations supervisor senior (Town
Branch)
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0 Plant operations supervisor senior (West
Hickman)

e Managers reporting to the deputy director of
technical services should include:

o Industrial pretreatment manager

o0 Electronic and computer controls manager
under which all computer, electrical and
electronic staff would be consolidated.

0o A new position of construction and
engineering manager under which the
sections currently led by the construction
manager, municipal engineer  senior
stormwater and the stormwater section
manager are consolidated into a single
functional group. These three positions
would be eliminated.

e The administrative manager senior should assume
responsibility for the two existing administrative
management sections.

Recommendation K14: Organize the new Division of
Water Quality under three operating areas:
Administration, Technical Services and Operations.
This will reduce the number of direct reports to the director
to three with each of the three managers responsible for
specific functional areas and able to provide the director
and the Commissioner with necessary support.

Recommendation K15: Re-evaluate staffing needs
once the requirements of the consent decree are
known and fully evaluated. At the time of this writing, the
specific requirements of the pending consent decree were
unknown to Management Partners. Staffing needs should
be re-evaluated in light of any agreement.

Recommendation K16: Review transfer of
Construction Management and Stormwater
Engineering to the Department of Public Works at
such time as the division meets the requirements of
the consent decree with the Environmental Protection
Agency.

Figure K6 shows the division’s proposed organizational structure.
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FIGURE K6: DivISION OF WATER QUALITY PROPOSED ORGANIZATIONAL STRUCTURE AND STAFFING
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Operations Management

The Division of Water Quality has access to and uses both Supervisory
Control and Data Acquisition (SCADA) and computer based operations
and maintenance software to help with facilities management and
maintenance. Both systems are out of date. Physical maintenance of
facilities is lacking, at least partially due to the advanced age of many of
the facilities. It appears that much of the sewer system is currently
unmapped even on paper, let alone GIS.

Recommendation K17: Modernize the SCADA system
in conjunction with planned physical plant and system
improvements.

Recommendation K18: Modernize the maintenance
management software in conjunction with planned
physical plant and system improvements.

Recommendation K19: Complete the physical
mapping of the sanitary and storm sewer systems with
digital representations included in the GIS.
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Recommendation K20: Implement asset management
software for the sanitary and storm sewer systems.

Capital Improvement Planning

The wastewater treatment plants, pumping stations and sewer systems
are all in need of physical repair and upgrading. This will be an
overlapping effort as changes to any one piece of the system will have an
effect on the rest. For example, fixing all of the pumping stations may
cause sewage to be delivered at a rate exceeding the treatment facility’s
capacity to treat. Looking at the problem piecemeal may also hinder the
ability to save funds by developing an overall solution. It has been
mentioned that there is significant possibility to reduce the number of
pumping stations which would in turn improve operating efficiency and
reduce maintenance needs.

Recommendation K21: Develop a comprehensive plan
for capital improvements.

Stormwater Management Funding and Practices

Environmental Quality is in the process of negotiating with the USEPA
regarding noncompliance with stormwater management regulations.
While specific enforcement actions have not been determined,
compliance is expected to be costly and will likely lead to agreement for
the implementation of comprehensive stormwater management policies
and capital programs.

Storm sewer maintenance, street sweeping and portions of the
Engineering Division of Public Works are not currently included in the
Department of Environmental Quality and are funded by General Fund or
special district assessment revenues. There is no existing stormwater
utility so all costs are recovered through the tax levy.

Effective stormwater management is an enormously expensive
undertaking involving both operational and capital programming. Tax
funding of stormwater management is unrelated to the cost of service and
disproportionately attributes program costs based on property valuation
rather than contribution to runoff. Stormwater utilities are a best
management practice adopted nationally to allocate the program and
capital costs equitably.

Recommendation K22: Define and implement best
management practices for stormwater management in
Environmental Quality. Adoption of best management
practices should be the cornerstone of any stormwater
management program. Adopting these practices will
require changes to policies, procedures and ordinances.
Assign the full cost of stormwater management activities to
the appropriate budget.
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Recommendation K23: Implement a stormwater utility
that includes funding for stormwater management
activities and support functions. Stormwater utilities
have been in existence as a finance mechanism for
decades and have become a best management practice
for generating adequate revenues and for allocating
expenses on a cost of service basis to customers. As a
result of the consent decree, Lexington will be incurring
substantial capital requirements. Stormwater utilities are a
key component in funding these activities.

Sanitary and Storm Sewer Cleaning

Storm and sanitary sewers are generally parallel facilities located within
the street right-of-way. While sanitary sewer functions are located in the
Water and Air Quality Division, storm sewer maintenance is located in the
Streets, Roads and Forestry Division of the Department of Public Works.

The Water and Air Quality Division owns sewer cleaning and televising
equipment used in the cleaning and inspection of the sanitary sewer
system. This equipment is periodically loaned to the Public Works
Department for their use on the storm sewer system.

Responsibilities and equipment requirements are similar for the two
divisions. Both storm and sanitary sewers require periodic cleaning,
televising and maintenance. With split and uncoordinated responsibilities,
required maintenance equipment must be duplicated and multiple crews
are needed to complete work on a given street. Ideally, work would be
scheduled to allow a single crew to perform all necessary cleaning or
maintenance on a given route. Inspection of sanitary sewers prior to
street paving has long been a practice followed by the division. In the
past, this has not occurred for stormwater systems.

Recommendation K24: Place responsibility for
sanitary and storm sewer cleaning with the new
Division of Water Quality.

Recommendation K25: Perform preconstruction
cleaning and inspection of storm sewers prior to
paving.

Recommendation K26: Transfer responsibility for
storm sewer inlet adjustment to Streets, Roads and
Forestry and charge work to the appropriate activity.
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Snow and Ice Control

The Department of Public Works Division of Streets, Roads and Forestry
is responsible for snow and ice control. As is the case in many
communities, Public Works staff is supplemented in their snow and ice
control efforts by staff from other operating departments including Water
and Air Quality. This is considerably more cost-effective than maintaining
adequate staff within the Public Works Department. In Lexington, Water
and Air Quality assumes responsibility for a significant portion of snow
and ice control activities, for which they receive General Fund transfers of
approximately $10,000 annually.

The actual cost of snow and ice control for the City is not readily
identified; however, it is estimated that Water and Air Quality personnel
take responsibility for as much as one-third to one-half of snow and ice
control. If this estimate is accurate, compensation should be considerably
higher.

Recommendation K27: Charge actual snow and ice
control expenses to the appropriate budget account.

The total estimated impact of position recommendations resulting from
implementing staffing recommendations related to the Division of Water
and Air Quality is summarized in Table K3 below.

TABLE K3: DIVISION OF WATER AND AIR QUALITY POSITION IMPACT

Division of Water and Air Quality

FY 2008 Benefit

Position Action Salary Rate Total

Municipal Engineer Sr. Eliminated $79,793 23.80% | $98,783.73
Construction Manager Eliminated $90,951 23.80% | $112,597.34
Stormwater Section Manager Eliminated $85,148 23.80% | $105,413.22
Engineering and Construction Manager Created $81,000 23.80% | $100,278.00
Deputy Director Operations Created $87,000 23.80% | $107,706.00
Deputy Director Technical Services Created $87,000 23.80% | $107,706.00
Total Savings ($1,104.30)

Division of Waste Management

This division was formerly known as Solid Waste. The division provides
curbside garbage collection to some 80,000 households and businesses
in Fayette County. Refuse is collected once a week. Yard waste,
recycling waste and bulky items are collected on the same day as refuse.
The Landfill Fund accounts for the revenues and expenses associated
with the capping and closure of the landfill in Fayette County and the on-
going costs of refuse disposal. It is predominantly funded through solid-
waste disposal fees. This is an Enterprise Fund.
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The expenditures associated with the collection of the solid-waste,
recycling, yard waste, and ancillary services provided for the division are
funded through the Urban Services District Fund, a governmental fund.
The division also provides residential properties with a temporary
dumpster program called “Loan a Box” similar to the service provided by
private haulers where residents make use of a 10 yard dumpster. Solid
Waste also has the responsibility of disposing of all dead non-farm
animals (defined by the government as those “smaller than a sheep”)
from the public right of way.

The Division of Waste Management has an authorized staffing level of
243 FTEs and currently employs 211 FTEs. The division has a budget of
$22,531,420.

The division’s organizational structure can be seen in Figure K7.

Management Partners, Inc.

Department of Environmental Quality - 209



Lexington-Fayette Urban County Government
Organization Review

FIGURE K7: DIviISION OF WASTE MANAGEMENT ORGANIZATIONAL
STRUCTURE AND STAFFING
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2006 Solid Waste Study

Solid Waste (now Division of Waste Management) management staff
commissioned a comprehensive study of operations and received a
report and recommendations in November 2006. The recommendations
from this report have not been implemented. Waste Management staff is
aware that the report was developed, but has yet to develop an action
plan to evaluate and implement the recommendations contained therein.
The operations study included a large number of recommendations with
estimated cost savings of as much as $1,400,000 annually. These
recommendations in many cases represented best management
practices that, if implemented effectively, would improve the efficiency of
solid waste operations significantly.

The following recommendations were made in the commissioned report
and apply broadly to waste, recycling, and yard waste collection. Based
on field research, best practice review, and interviews conducted with
Waste Management staff, Management Partners concurs with the
conclusions made and recommendations presented, as follows:

1. Assign regular route numbers to the out-of-cart second collection
routes and eliminate helper routes by developing regular
scheduled routes

2. Redistribute the daily workload to equalize routes basing the route
size on the number of units, tonnage, and time needed to collect

3. Review route volume annually to account for growth or migration

4. Redistrict the City’s routes to equalize the resources necessary for
collection between them

5. Institute a mandatory recycling program

6. Create service delivery partnerships with county neighborhoods

that currently create gaps in routing

Revise the out-of-cart second collection policy

Expand the fully-automated collection service and eliminate the

semi-automated collection service all areas possible

© N

Recommendation K28: Develop a management action
plan to implement the recommendations contained
within the solid waste management study.

The report also presented a number of options the City could choose from
to best achieve cost savings and increased productivity. These options
are outlined below with Management Partners’ recommendations
following each option:

Option One - Optimize residential collection through full automation
» Eliminate bulky go behind routes and eliminate small out of cart
bulky waste collection
= Reduce bulky waste to quarterly collections
= Convert some areas that are currently served by semi-
automation to fully automated service
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» Redefine service quadrants to make resources expended in
each equal

= Establish a nine hour workday as a baseline task time

* Implement mandatory residential recycling

= Balance routes

Recommendation K29: Adopt recommendations in
option one of the solid waste management study
proposing optimization of automated residential
collection with the exception of quarterly bulky waste
collection.

Recommendation K30: Alternate bulky waste
collection and yard waste collection so that services
are provided in alternate weeks.

Option Two - Optimize residential collection through semi-automation

» Eliminate full automation and standardize collection based on
semi-automated service

» Redefine service quadrants to make resources expended in
each equal

= Establish a nine hour workday as a baseline task time

* Implement mandatory residential recycling

= Balance routes

Recommendation K31: Reject option two of the solid
waste management study proposing that collection be
made semi-automated.

Option Three - Optimize commercial frontload collection
= Set productivity targets to be competitive with private haulers
= Establish a nine hour workday as a baseline task time
= Balance routes

Recommendation  K32: Adopt option three
recommendations of the solid waste management
study proposing to optimize commercial frontload
collections.

Option Four - Optimize commercial rear-load collection
= Set productivity targets to be competitive with private haulers
= Establish a nine hour workday as a baseline task time
= Balance routes

Recommendation  K33: Adopt option  four
recommendations of the solid waste management
study proposing to optimize commercial rear load
collections.
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Option

service

Option

Option

Five — The Division of Solid Waste offer full service commercial

= Allow additional dumpster sizes, including dumpster rental
= Allow compactor dumpsters

= Offer up to six day per week collection

» Resize frontload system to meet new service requirements
= Enter into roll-off operations

= Offer compactor roll-offs, including rental

= Establish appropriate service fees

Recommendation K34: Consider option five to provide
full service commercial service after evaluating the
division’s success in meeting productivity targets
established in options four and five of the solid waste
management study.

Six — Convert to residential user fees

= |nitially convert to flat rates for all single family residential
customers

= Could be billed as non-ad valorem assessment on tax bill

= Multi-family revenue options could remain a tax and be treated
as a commercial property if commercial collection services are
expended as described in option five

= Develop separate flat rates for multi-family customer rates

Recommendation K35: Develop an implementation
plan to move toward a fee based collection system
that encourages recycling and equitably assigns
costs.

Seven — Privatize all solid waste collections in the City

= Residential and commercial

= Common good services, i.e., - litter collection, pitch-in collection,
dead animal?

= Allow managed competition

Recommendation K36: Perform a financial and service
evaluation of  privatization and/or  managed
competition prior to the 2011-2012 budget.

An implementation schedule for the management action plan at the time
the solid waste management study was submitted has been modified by
Management Partners to reflect updated goal dates, as follows.
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Division of Waste Management Implementation Schedule:

Near Term — 2008 calendar year
e Optimize commercial front-load collections
o Optimize commercial rear-load collections
e Optimize fully automated residential collection
e Reroute service areas based on GIS and workload data

Midrange — 2008-09
o Develop a residential rate study and five year path to
implementation
Begin conversion to residential user fees
e Consider variable rates for different size Herbies
Initiate outreach to commercial haulers to assess the impact of
expanding commercial collection

Long Range — 2009-10
o Evaluate expansion to full service commercial collection:

o Formalize commercial rate study based on six-day tank
service of two, three, four, six, eight, and 10 cubic yard
tanks

o0 Depending on feedback from private haulers and
economic analysis:

= Make a capital investment and enter into the roll-off
business

= Contract with a private service provider for roll-off
and/or overflow tank service to round out service
offerings to Lexington businesses

Solid Waste Collection

Waste Management uses automated, semi-automated and rear load
collection vehicles with approximately three times as many semi-
automated vehicles as automated. There are approximately 15
automated routes and 42 semi-automated routes. The automated routes
average approximately 1,000 stops per day whereas semi-automated
collection averages 693 stops per day.

One of the major recommendations of the 2006 solid waste study is to
aggressively expand automated collection. Automated collection is more
cost effective, but requires access to the curb line for efficient collection.
Intensive resident use of on-street parking can eliminate the benefits of
automated collection. Lexington has many older neighborhoods with
limited off-street parking. In addition, noise ordinance provisions are given
as reason not to start collection before 6:00 a.m. when there would be
less conflict with traffic and better access to areas that attract a lot of
daytime parking.

Estimated savings from maximizing the use of automation are in excess
of $1 million per year.
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Recommendation K37: Begin refuse collection earlier
in the day in congested traffic areas. This may require a
noise ordinance waiver.

Recommendation K38: Establish and enforce parking
bans on collection days to allow curb access for
automated vehicles.

Recommendation K39: Expand implementation of fully
automated refuse collection.

The City’'s solid waste and recycling service is limited to those residents
within the urban services districts. Outside the districts, residents are
required to contract privately for refuse collection and recycling. Multiple
service providers collect solid waste and recycling outside the districts;
these services compete for customers and operate in the same areas,
with multiple refuse vehicles from different vendors passing through
neighborhoods. Service standards and parameters are negotiated
between the property owner and the private collector. The process is
inefficient and results in different standards of service for Lexington
residents based on geographic location.

Private contracting results in unnecessarily inefficient service since
multiple haulers provide collection to the same neighborhood. The
process results in fewer stops per day, wasted fuel, and inflated costs to
consumers.

Recommendation K40: Divide the non-urban services
district areas into a small number of zones and award
bids to a single contractor per zone for solid waste
and recycling collection services.

Recommendation K41: Use the private collection
zones as a baseline comparison for services provided
by the Division of Waste Management and potentially
for managed competition in the future.

While it is a policy of the Division of Waste Management, as well as an
accepted industry best practice, the routine pre- and post- trip inspections
of vehicles by their operators are not being completed on a regular basis.
These inspections keep equipment safe for employees to use, thus
reducing liability and the likelihood of an on-the-job accident, as well as
keeping an up to date assessment of the condition of these assets.

Recommendation K42: Enforce the Division of Waste
Management’s policy of conducting pre- and post- trip
inspections of vehicles used.
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Along these lines, there is currently not a prescribed way for employees
to check in and out during their shift. If a crew experiences a collection
issue, damaged carts, wayward appliances or tires, it is difficult to share
this information in a meaningful way that will result in a corrective action.
In discussions with management, it was clear that an after-action report
that would allow for debriefing and early identification of potential problem
areas with service delivery and equipment would be of benefit to the
division.

Recommendation K43: Institute the use of a checkout
list/after action report that will be used to track
potential threats to effective service delivery.

Recycling and Yard Waste

There are no stated recycling goals for Kentucky and the only major
requirement for recycling is that the opportunity be made available to
residents by the County, or in this case, Lexington. Last year, the City did
not achieve the state’s original recycling goal of 25% of the waste stream.

Participation in the recycling program is voluntary throughout Lexington.
Approximately 58,000 of the 85,000 (67.4%) households in the urban
services districts participate in the voluntary recycling program. Because
recycling outside of the districts is provided by private haulers, there are
no records for recycling participation rates outside the urban services
districts. Recycling service is not even provided by all of the private
haulers.

There are several reasons why increasing recycling participation benefits
the City. Recycling removes materials from the waste stream with a
corresponding increase in landfill life span. Expanding recycling
participation will reduce the unit cost for all participants by improving
collection efficiency. Recyclables pulled from the waste stream lessen the
amount of refuse to be collected, thereby also improving the efficiency of
solid waste collection.

Recommendation K44: Make participation in the
recycling and yard waste collection programs
mandatory, including areas outside the urban services
districts.

Commercial collection of cardboard and recycling is a source of growing
frustration for the division. Businesses are given the traditional “Herbie”
and “Rosie” container for cardboard and recycling purposes. However,
because there is not enough alley space to accommodate the containers,
they are placed on the side of the street. Containers in the right of way
are so profligate, that the Director of Waste Management is concerned
about traffic flow, pedestrian, employee, and motorist safety, and the high
potential for litter. Management Partners shares these concerns.
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Recommendation K45: Evaluate the use of cardboard
compaction and bailing for the City’s commercial
customers. These methods will reduce the number of
containers that are placed in the right of way, and thus
mitigate the amount of litter in the downtown business
district, as well as significantly reduce the likelihood of
accidents. Implementation should be dependent on
customer acceptance and establishing central locations for
equipment.

Additional Services

In addition to the traditional solid waste, recycling, and yard waste
collection that Waste Management provides to businesses and residents,
the division also offers other services to customers throughout the City.

Waste Management routinely picks up bulky items placed on the curb on
residents’ scheduled trash pick-up day. Depending on the type of
sanitation truck that is being used to collect trash on that given day, the
item may be picked up at the same time the solid waste is collected — as
is the case with semi-automated collection — or later that day by an
overflow truck if the route is serviced by an automated truck. In either
scenario, Waste Management does not require advance notice nor does
the service have a corresponding fee.

The division will also collect appliances and discarded tires. This service
requires that customers notify the Waste Management office ahead of
time. After calling, the items will be collected on the next scheduled solid
waste pick-up day for that customer. There is no additional fee to use this
service. Appliance pick-up has an established crew of approximately
three FTEs that use a lift-gate truck. Tire pick-up is conducted by
available staff and with whatever pick-up truck is available at that given
time. These employees also deliver interdepartmental mail and handle
dead animal calls for service.

It is a best practice in waste management to provide these services on a
fee basis, particularly for those appliances requiring Freon removal and
processing. Many communities do this by implementing a “tag” system
where customers will purchase tags from either the City or a third party
vendor and then affix these tags to large items that need to be disposed
of.

Recommendation K46: Implement a financial plan that
will move the Division of Waste Management towards
a fee-based system for special collections. While this
plan does not necessarily need to be a tag system, it is
one of the most easily modeled systems that Lexington
can implement.

The Division of Waste Management also offers a service where residents
and non-profit organizations can rent a 10 cubic yard dumpster from the
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City. Called the “Loan-a-Box” program, the dumpster is dropped off during
the scheduled business day and picked up sometime during the next
business day. If the dumpster is dropped off on a Friday it is picked up on
Monday. The $38 dollar fee for this service covers only the disposal fees
associated with the operation.

Recommendation K47: Adjust the fee charged for the
“Loan-a-Box” program to reflect a portion of the direct
and indirect costs associated with providing this
service.

The division also plays an active role in the maintenance of the downtown
business district in the form of litter collection trash removal. There is a
dedicated crew of approximately three FTEs whose responsibility is to
clean up alley-ways, as well as traditional problem areas throughout
downtown. This crew will also respond to customer requests for service
throughout the urban service district. Another component of the litter
collection service provided by Waste Management is vacuuming
sidewalks within the downtown business district. This is comprised of a
dedicated crew of two FTEs that attend to these sidewalks at least once a
week, and sometimes more often when scheduling permits.

Waste Management also removes the trash that is placed in the fixed
location trash receptacles throughout the downtown business district. This
is done twice per week with a dedicated crew of two FTESs.

Organization Structure

The current structure of the Waste Management division consists of a
director with three operations managers. The operations managers are
assigned to: administration, operations, and recycling. The collections
and recycling operations managers each currently have a functional
interest in the collection of curbside waste. It is a best practice in high
performing organizations to clearly separate the functional responsibilities
of operations managers. In Lexington, that would mean shifting two of the
public service supervisor senior positions to collections, and making the
management of the recycling facility the primary responsibility of the
operations manager for recycling.

An additional part of this process would be the creation of a second
operations manager for collections. With the shift of two public service
supervisor seniors to collections, there will be a total of six for that
function. Based on field research and interviews with management, these
public service supervisor seniors, and their respective crews of equipment
operators and public service workers, should be arranged in the following
manner: two for residential collection and one for commercial collections
reporting to one of the operation managers. The remaining equipment
operator senior positions would be divided with two assigned to recycling
and one to yard waste.
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Recommendation K48: Add an additional operations
manager for collections and reassign two public
service supervisor seniors from recycling to
collections. With this realignment, the functional divisions
should follow the suggested structure found in the
preceding paragraph.

Determining collection routes is a source of frustration for the Director of
Waste Management. Currently, routes are not balanced, creating a
situation where on one given day the work load is extremely heavy, while
on another employees are finished early. This is very inefficient, and not a
best practice. The director would like to move towards a more
sophisticated measure of service provided than the simple tons per route
measure that is currently being implemented. To do this on an on-going
basis requires a new position.

Recommendation K49: Create a route manager
position that will be responsible for data collection and
reporting associated with the provision of divisional
services and the annual review and amendment to
collection routes. This position will be a direct report to
the director.

Recommendation K50: The Division of Waste
Management should continue to coordinate with
Computer Services to share an employee. The data
collections and analysis that is a part of the route
structuring process is a technically sophisticated process.
This employee should report directly to the operations
manager for administration to ensure close proximity and
easy access to the data that is required.

The effects of the preceding recommendations can be seen in Table K4
and Figure K8, both found below.

TABLE K4: STAFFING CHANGES TO THE DIVISION OF WASTE MANAGEMENT

Division of Waste Management

Position Action
Routing Supervisor Created
.5 FTE IT Analyst *Transferred In
Total Savings

* Because this position were transferred into the division, government-wide
costs are not experienced
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FIGURE K8: PROPOSED ORGANIZATION STRUCTURE FOR WASTE MANAGEMENT
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Fees and Charges
The City uses an ad valorem tax to pay for refuse collection. The ad
valorem tax for refuse collection is unrelated to benefit or cost of service.

At 15.9 cents per $100 valuation, the refuse collection fee impacts
properties within the Urban Services District without any correlation to
service rendered. Typical residential property owners are subsidized,
while high-end residential properties may pay as much as $6,000 per
year for service estimated to cost $220. Many non-residential properties
pay the assessment and yet are still required to seek private collection
services.

Recommendation K51: Create a solid waste special
revenue fund with customer charges based more
closely on cost of services. Consider a phased approach
beginning with a conversion from an ad valorem levy to an
annual special assessment approximating the cost of
service delivery based on customer class. Develop a long-
term strategy for converting to a user-fee based utility
system.

Work Release Labor at Recycling Facility

Processing collected recyclable materials is labor intensive. Many
material recovery facilities control costs by using work release labor for
hand sorting operations. The recycling facility currently makes significant
use of temporary labor from the local correctional institution.

City policies prohibit payment of any type to inmate labor. Unfortunately,
the material recovery facility experiences frequent personnel no-shows
that need to be covered by department staff at a much higher cost.

Without some form of compensation there is little that management can
do to encourage performance or maintain interest in the work.

Recommendation K52: Provide nominal compensation
to temporary work release labor at the recycling
facility.

Conclusion

Environmental Quality operations can be improved by adding capacity in
the Commissioner’'s Office, refining the role of the Division of
Environmental Policy, coordinating sanitary and storm sewer
maintenance work, streamlining the management structure in the Water
Quality Division, increasing the efficiency of solid waste operations
through automated collection and managed competition, and by
increasing the use of best management practices for storm water
management.
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L. DEPARTMENT OF PUBLIC SAFETY

The Department of Public Safety provides protection to the public from
criminal activity, emergencies, and natural disasters. The department is
managed by the Commissioner of Public Safety who is appointed by the
Mayor. The department has 1,726 FTEs working in seven divisions:

= Administration

= Code Enforcement

= Community Corrections

= Enhanced 911

= Environmental and Emergency Management
= Fire and Emergency Services

= Police

Figure L1 below shows the department’s current organizational structure.

FIGURE L1: DEPARTMENT OF PUBLIC SAFETY ORGANIZATIONAL STRUCTURE

Public Safety Department
Administration Division

Fire and c it Environmental and
Code Enforcement Emergenc ommunity Enhanced 911 Police Emergency
gency Corrections
Services Management

The department has a total FY08 budget of $151 million, 85% of which is
salary and benefits.
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Public Safety Department Administration

The Administration Division manages the Department of Public Safety.
The division consists of three FTEs and has a budget of $3.9 million, with
8% of that spent on salaries and benefits.

Division of Code Enforcement

The Division of Code Enforcement enforces housing and nuisance
abatement issues as a response to specific complaints. The division’s
primary responsibilities include:

e Enforcing of the Building Officials and Code Administrators
International Property Maintenance Code

¢ Investigating of complaints regarding building code violations
Conducting comprehensive code inspections and enforcement
activity within designated areas

The division is comprised of three functional units: Housing Code/
Sidewalks Enforcement, Nuisance Abatement, and Administrative
Support. The Housing Code section is staffed with 12 inspectors,
including two supervisors, who manage the complaint-driven housing
code inspection processes and the sidewalk inspection process. They
also manage the demolition process.

The Nuisance Abatement section is staffed by six inspectors, including
one supervisor and handles nuisance inspections (trash, weeds, junk
cars, etc.). The Administrative Support unit includes four clerical positions
who manage inspection report data entry.

Figure L2 below shows the Division of Code Enforcement’s organizational
structure:

FIGURE L2: DivISION OF CODE ENFORCEMENT ORGANIZATIONAL STRUCTURE
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The division consists of 23 FTEs and has a budget of $1.8 million, with
80% of that spent on salaries and benefits.

The following findings and recommendations apply to the Division of
Code Enforcement.

Rental Inspection Program

As in many urban areas, a large number of dwelling units exist in the form
of rentals. A best practice nation-wide is to have an annual rental
inspection program in which all rental properties are required to be
inspected on an annual basis for a fee charged to cover the cost of the
inspection. Dozens of communities across the United States have
implemented self-funding rental inspection programs including, but not
limited to, Nashville, Tennessee; Pittsburg, California; Williamsburg,
Virginia and; Boston, Massachusetts.

An annual rental inspection program is very valuable in protecting lives
and to proactively identify rental properties that do not meet building and
fire code requirements. This program will enable inspectors to proactively
identify blighted and deteriorated housing stock and ensure the
rehabilitation or elimination of housing that does not meet minimum
building code standards, housing code standards, and/or exterior or site
maintenance standards.

Recommendation L1: Complete an inventory of rental
properties within Lexington-Fayette County.

Recommendation L2: Develop an annual rental
inspection program for administration by the Division
of Code Enforcement.

Recommendation L3: Develop an inspection fee rate
structure that will make the annual inspection program
self-supporting.

Inspection at Point of Sale Program

Another best practice in code enforcement that is utilized in communities
nation-wide, including Brooklyn Park, Minnesota; Hastings, Nebraska
and; Contra Costa County, California, is to require inspections of owner-
occupied housing at the time they are put up for sale. Owners are then
required to abate code violations prior to sale and/or the purchaser must
sign an agreement that s/he agrees to accept the property and will abate
the violations within a period of time, after which another inspection
occurs. This type of program enables cities to proactively ensure that a
residential property is maintained in a safe, clean, and healthy condition,
according to all codes.

Currently, Lexington does not require a housing inspection at the point of
sale for owner occupied units. A self-supporting inspection at point of sale
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program could significantly reduce code violations and improve the quality
of housing stock.

Recommendation L4: Develop a program that provides
inspections at the point of sale for owner-occupied
residential units for administration by the Division of
Code Enforcement.

Recommendation L5: Develop an inspection fee
structure that will make the point of sale inspection
program self-supporting.

Code Enforcement Budgeting

According to staff, the division’s budget for abating code issues is always
exhausted before the end of the year and the division must go back to the
Mayor and Council to receive an additional appropriation. The process of
obtaining the additional appropriation takes at least four, and usually six,
weeks. Staff reports that to their memory, the Council has always
appropriated the necessary additional abatement funds. Given these
circumstances, an unnecessary lag in abatement enforcement could be
avoided by appropriating the true abatement requirement as an element
of the original budget process.

Recommendation L6: Develop a realistic abatement
budget and include it in the original appropriation.
This would reduce time lags that occur when staff has to
go back in the middle of the year for additional funding.

Reinspections

For a variety of reasons, contractors working on properties to correct
code violations do not make the appropriate improvements the first time.
This means that inspectors must continue to re-inspect properties until
they comply with ordered improvements. The industry has learned that
re-inspections are expensive and create unnecessary workload in code
enforcement. For example, if re-inspections constitute 40% of the
inspection workload and re-inspections could be eliminated, overall
workload and inspection cost could be reduced by 40%. Agencies that
have instituted a graduated inspection fee structure, where the fee for a
re-inspection increases significantly each time, have been able to
decrease the re-inspection workload. A graduated re-inspection fee
structure creates a powerful incentive to contractors to “get it right the first
time.” The resulting reduction in inspection workload reduces the overall
cost of the inspection program with the savings being passed along to all
users. The primary beneficiaries of the graduated fee structure are
responsible contractors who generally get it right the first time.

Recommendation L7: Institute a graduated fee
structure for housing and nuisance complaint
compliance re-inspections.
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Property Lien Process

The use of property liens as a means to ensure code compliance is an
important code enforcement tool. The application of property liens
requires extensive coordination between code enforcement officers and
legal experts in the Department of Law. The responsibility of the
Department of Law is to work with the Division of Code Enforcement to
define a code enforcement and lien process that conforms to the rule of
law, especially those pertaining to due process. It is the responsibility of
the Division of Code Enforcement to meet all procedural requirements of
the lien and code enforcement processes.

Currently, the due process requirements of the lien process are unclear
and inconsistently applied. Code Enforcement staff showed a number of
documented examples where they followed procedural steps deemed
acceptable to District Court judges but where the request for lien initiation
was then denied by the Law Department. The Division of Code
Enforcement is unclear as to which specific notification and due process
steps should be followed prior to issuing a lien and often receives
inconsistent advice from the Department of Law that sometimes conflicts
with the advice and direction of District Court judges.

Since the issuance of a property lien is a key tool in the arsenal for any
code enforcement operation, it is important that the Department of Law
work with the Division of Code Enforcement to clearly define the code
enforcement and lien processes and, more importantly, to ensure that
those processes are consistently applied.

Recommendation L8: Develop a procedure and policy
that is based on expedited lien placement and
aggressive enforcement to recover abatement costs
and civil penalties. The Law Commissioner, Public Safety
Commissioner and Code Enforcement Division Director
should meet to define common sense policies and
procedures.

Code Enforcement Software

The Code Enforcement Division currently uses a homegrown case
tracking database created in Microsoft Access. This is not linked to other
land use functions such as planning and building inspection so that
violators are restricted from getting approvals. Maintenance of
homegrown systems is dubious as well, because the person(s) who
created the program can leave the City, resulting in a vacuum of
knowledge.

Development review software should connect all property-related
functions such as code, planning, public works and fire into one case
management and tracking database. This way, all City activity relating to
a specific address can be shown in one location to give a complete
picture.
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The Building Inspection Division is in the process of evaluating property-
development review software for purchase and implementation

based

and Code Enforcement should be a part of this process.

Recommendation L9: Incorporate a code enforcement
module into the property-based development review
system in coordination with the Building Inspection
Division. Virtually all property-based systems have a code
enforcement module and the Division of Code
Enforcement should be involved in the process to ensure
that the module of the selected vendor will meet its needs.

Grant Compliance Inspections

As a component the recommended reorganization of the Department of
Finance and Administration, the grant compliance inspection function is to
be transferred from the Division of Community Development to the
Division of Code Enforcement. The Division of Community Development
staffs five full-time employees to perform grant compliance inspections,
including three Code Enforcement Officers, one Code Enforcement
Senior, and one Code Enforcement Supervisor. Figure L3 demonstrates
the proposed reorganization of grant compliance inspectors and Table L1
summarizes the related position transfers.

FIGURE L3: DIVISION OF CODE ENFORCEMENT RECOMMENDED
ORGANIZATIONAL STRUCTURE

Division of Code
Enforcement Administration

Administrative
Support

Housing Code/
Sidewalk
Enforcement

Nuisance
Abatement

Grants Compliance
Inspectors

TABLE L1: DIviSION OF CODE ENFORCEMENT RECOMMENDED PERSONNEL CHANGES

Position

Transferred From

Code Enforcement Officer

Community Development

Code Enforcement Officer

Community Development

Code Enforcement Officer

Community Development

Code Enforcement Officer Sr.

Community Development

Code Enforcement Supervisor

Community Development
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Division of Community Corrections

The Division of Community Corrections manages the jail facility and
associated inmate needs and community service programs. The division’s
primary responsibilities include:

» Providing for post-adjudication incarceration for adult offenders
serving sentences of less than one year

* Providing secure detention of pre-adjudication adult arrestees
awaiting trial/hearing

» Administering and managing community service programs

* Providing appropriate adjustment programming for inmates

* Providing appropriate medical and mental health services to

inmates

Figure L4 below shows the division’s organizational structure.

FIGURE L4: DivISION OF COMMUNITY CORRECTIONS ORGANIZATIONAL STRUCTURE

Division of Community
Corrections Administration

Bureau of Operations

Bureau of Professional
Standards

Bureau of Administration

Bureau of Community
Programs and Services

1

S

S

Auxiliary Services

Contract Operations

H  Facilities/Physical Plant

H Adult Probation

Custody (Living Unit)

Professional Standards

I Information Technology

H Classification

Custody (Master Control)

Intake Services

— Training

H  Community Placement

— Inmate Services

Laundry/Recreation

Life Skills and Special Ed.

— TV/Video
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The division consists of 396 FTEs and has a budget of $30.6 million, with
75% of that spent on salaries and benefits.

The jail facility’'s capacity is rated as 1,200, while the average daily
population is approaching 1,300. The average stay per inmate is 15 days.
Nearly 26,000 inmates are processed annually, including pre-
adjudication. The facility holds an average of 100 inmates per day for the
Federal Bureau of Prisons and 75 per day for the Kentucky Department of
Corrections, a service for which Lexington collects nearly $3.7 million per
year.

Food service is provided by a vendor along with inmate labor, with an
average cost of $1.05 per prisoner per meal. Inmate medical service is
contracted to a vendor at a cost of $2.6 million a year and includes
nursing service around the clock and 40 hours of physician/nurse
practitioner service per week. Mental health service is contracted to a
vendor for $800,000 a year and provides 40 hours a week of service
(primarily social workers and psychotropic drugs).

The following findings and recommendations apply to the Division of
Community Corrections.

Department Ranks

There are eight captain and six major positions in the division given the
current organization structure. Reporting relationships are shown in Table
L2 below:

TABLE L2: CORRECTIONS REPORTING RELATIONSHIPS

Number of Number of
Work Unit Majors Captains
Custody 3 3
Bureau of Community Programs and Services 1 1
Intake/Auxiliary Services 1 2
Bureau of Professional Standards 1 1
Bureau of Administration 0 1

As can be seen, most majors have a one-to-one reporting relationship
with a captain. One-to-one reporting relationships are not considered to
be efficient in terms of personnel resources. If captain positions were
eliminated, the span of control for majors/assistant directors would still be
well within acceptable standards, as shown in Table L3 below.
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TABLE L3: PROPOSED CORRECTIONS REPORTING RELATIONSHIPS

Number of
Number of Direct
Work Unit Majors Reports
Custody 3 6
Bureau of Community Programs and Services 1 5
Intake/Auxiliary Services 1 7
Bureau of Professional Standards 1 1
Bureau of Administrative Support 0 3

Recommendation L10: Eliminate the rank of captain.
Implementing this recommendation would streamline the
organization and result in annual savings of over
$600,000.

Bed Availability for the Work Release Program

Work release inmates are permitted by the Court to leave the detention
center during certain periods of the day to work at their normal place of
employment. For security reasons, work release participants are isolated
from the general prison population. Senior division managers report that
the work release program does not have enough bed capacity and that
there are inmates in the general population who would be candidates for
the work release program.

Data on work release program costs per day is not broken out from
overall facility costs. However, it is clear that work release participants do
not cost as much to supervise or maintain since they are not confined to
the facility for at least eight hours a day. Further, participants are
required to pay a fee to offset a portion of the cost of supervision. There
are additional persons housed in the general prison population who would
be candidates for work release if sufficient work release beds existed.

Recommendation L11: Analyze the feasibility of
providing additional work release beds.

Alternatives to Incarceration
The jail facility is currently over capacity; it is rated for 1,200 inmate
capacity but averages approximately 1,300 inmates per day.

It costs approximately $65 per inmate per day to house inmates in the
general population. When it was built, shell space was also built to allow
for expansion. It would be necessary to invest additional capital
improvement funds to complete the expansion space. After completion,
the expanded facility would cost approximately $2.4 million per hundred
prisoners per year to operate.

The judiciary and prosecutors are not favorably disposed to alternatives
to incarceration such as electronic monitoring or day reporting. Electronic
monitoring and day reporting would not incur additional cost to the City
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since participants in those programs are required to pay a fee to offset the
cost of those programs.

Recommendation L12: Meet with the judiciary and
prosecutors to develop a policy and plan for more
aggressive use of incarceration alternatives. The City
would see potential cost avoidance of $2.4 million per 100
participants in alternative programs.

Adult Misdemeanant Probation

By charter and Kentucky statute, Lexington provides adult misdemeanant
probation service for the district court and is one of two counties in the
Commonwealth to do so. It appears that only three Kentucky counties,
Fayette, Jefferson, and Boone provide adult misdemeanant probation.
Fayette and Boone fund their programs and manage the service locally.
Jefferson County funds the program but contracts with the state to
manage the service. Jefferson County is the only location where the
state is providing (but not funding) adult misdemeanant probation. The
State of Kentucky does not provide misdemeanant probation but does
provide probation service for felons.

There are five district court judges and each one has a probation officer
who works under the supervision of the Community Corrections division
assigned to them. Probation officers each carry a caseload of about 90
active probationers. In addition, misdemeanants placed on inactive and
unsupervised probation are under the jurisdiction of one of the five
probation officers. Each probation officer has several hundred inactive
and unsupervised probationers for which they are responsible.

Terms of probation differ among probationers, depending on the
circumstances of their conviction. The level of supervision is one of the
terms of probation that could differ. District Court Judges may sentence a
convicted person to different types of probation including: active, inactive,
unsupervised, electronic monitoring, work release, or, beginning January
1, 2008, day reporting. These are all alternatives to incarceration in the
County Community Corrections facility.

If Lexington were to get out of the misdemeanant business there are
several alternative scenarios that could occur. One scenario with the least
desirable outcome would be judges sentencing more misdemeanants to
incarceration. While the cost of funding probation officers might be
saved, it costs about $65 per person per day to incarcerate a person at
the Community Corrections facility. If all 450-500 persons on active
probation wound up being incarcerated instead of on probation, it would
cost an additional $30,000 to $32,500 per day to house that population. A
detailed cost-benefit analysis would have to be performed to determine
the actual additional cost since facility expansion would have to be
factored in.

Another scenario with the most favorable outcome would divert the
people on active probation to electronic monitoring. In this scenario,
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Lexington would save the entire cost of the five probation officers
(approximately $250,000) since those placed on electronic monitoring pay
a fee that covers the cost of the monitoring.

The financial outcome of changing the charter and state law to eliminate
the requirement of funding misdemeanant adult probation could run the
gamut of saving $685 a day to costing as much as $32,500 additional per
day.

Adult misdemeanant probation is an alternative to incarceration that is
being used actively by the district judges in their sentencing decisions.
The City must work closely with the district court judiciary to determine
the likely impact on the corrections system (as well as the financial
impact) of effectively eliminating probation as one of the sentencing
alternatives.

Community Corrections management reports that it would be able to
continue to provide electronic monitoring service and day reporting
service if other forms of adult probation were eliminated.

Recommendation L13: Evaluate the alternatives to
providing adult misdemeanant probation. The City
should discuss these options with the district court judges
to develop more aggressive use of alternatives to
incarceration. This discussion can occur as part of the
discussion for Recommendation L12 to explore
alternatives to incarceration.

Division of Enhanced 911

The Division of Enhanced 911 (E-911) provides emergency dispatch
response to 911 calls from the community. The division’s primary
responsibilities include:

e Answering and processing 911 calls from residents

o Dispatching 911 calls

¢ Maintaining radio communications with emergency service units in
the field

¢ Providing medical dispatch service for emergency medical events

The division is comprised of three functional units: Administration,
Geographic Information Systems, and E-911 Operations. Figure L5 below
shows the division’s organizational structure.
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FIGURE L5: DIvISION OF ENHANCED 911 ORGANIZATIONAL STRUCTURE

Division of Enhanced 911
Communications
Administration

Geographic Information E-911 Operations (Police and
Systems Fire)

The division consists of 84 FTEs and has a budget of $4.5 million, with
85% of that spent on salaries and benefits.

The City is in process of selecting a consultant to help establish a
regional Public Safety Operations Center (PSOC) that will physically
consolidate police, fire and EMS call-taking and dispatching. Two
adjoining counties have agreed to participate in the regional PSOC and
will purchase E-911 service from the center when completed. Lexington’s
police and fire dispatchers are currently located in two different buildings,
requiring duplicate supervision. When operations are consolidated in the
regional PSOC, the number of supervisors can be reduced from 16 to
eight.

The division recently had a staffing study completed by a call-center
consultant. A review of that study by Management Partners project staff
confirms that the study was executed according to industry staffing
standards.

Police and fire field units do not have radio functionality for unit-to-unit
communications. When a police unit needs to communicate to a fire unit,
the transaction must be executed with a dispatcher acting as a go-
between.

Call abandonment rate (the number of 911 callers hanging up before their
call is picked up) is 6%. Although there are no national standards for
acceptability to measure against, this appears to be a rate that should be
reduced. The causes of the high abandonment rate are not known but
could be due to prank calls, long wait times for call pick up, and more 911
calls coming from cell phones (it is not unusual for the 911 Center to
receive many calls at once for traffic accidents from cell phone callers;
because those calls often occur simultaneously, the 911 call takers are
occupied taking such calls and callers then disconnect prior to having
their call answered).

The following findings and recommendations apply to the Division of
Enhanced 911.
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Consolidate Emergency Management and E-911

The organization plan for emergency management is not yet optimized for
dealing with homeland security threats or natural disasters. The City is
planning to develop a regional Public Safety Operations Center and is in
the process of selecting a consultant to develop the design for the facility.
The PSOC is planned to be a regional facility, and two adjoining counties
have agreed in principle to use the regional PSOC.

The development of a regional PSOC provides an opportunity to
implement a state-of-the-art organization plan to support emergency
operations. The Public Safety Department is already committed to the
most important aspect of such an organization by planning to consolidate
police, fire and Emergency Medical Services (EMS) communications in a
consolidated E-911 center in the new PSOC. Currently, police and fire
dispatch are physically separated and dispatch personnel have different
job descriptions.

Emergency Management personnel are in a different organizational unit
from E-911 personnel. State-of-the-art emergency management
organizations have consolidated these functions into a single unit to
ensure coordinated command and control of emergency management
resources. Louisville, Kentucky, has recently implemented such a
consolidated organization for emergency management with its
“MetroSafe” plan.

Recommendation L14: Consolidate emergency
management and E-911 operations organizationally
and physically in the planned regional Public Safety
Operations Center facility. All four positions currently
assigned to the Emergency Management Unit of the
Division of Environmental and Emergency Management
(DEEM) would be transferred to the E-911 Division.

The final organization design for providing a regional
PSOC, consolidating emergency management and E-911
operations, will depend to a large degree on the services
Lexington and regional partners who eventually decide to
participate in the facility include in the new regional facility.
It would be premature to specify an organizational plan
until the partners in the project and the services to be
provided are completed. Louisville’'s MetroSafe plan is
recommended as a possible model to reference, with the
understanding that it is not a regional operation and there
are no other jurisdictions included as partners.

Police and Fire/EMS field units do not have the ability to communicate
directly with one another. Such communication must currently be directed
to a dispatcher. There are areas of Fayette County where Fire/EMS radio
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communications is not available due to “dead spots” in coverage. This is
obviously not state-of-the-art emergency communications functionality.

Planning for the new regional PSOC should include development of the
ability for emergency service field units to communicate directly with one
another. This cross-functionality should also include other Lexington
divisions, such as Public Works units.

Recommendation L15: Provide the ability for
emergency service field units to communicate directly
with one another.

Recommendation L16: Eliminate dead spots in radio
coverage in the region to be served by the PSOC.

Implementation of these recommendations will ensure that a state-of-the-
art emergency management organization will be put into place for
Lexington residents and nearby counties.

Call Standards and Staffing

The E-911 center does not track performance against a service quality
standard since no standard has yet been established. The call
abandonment rate for 911 calls is 6%. This is a high abandonment rate
and may be related to long wait times to have a 911 call answered.

Model E-911 centers all have service quality standards for answering 911
calls. The most common standard is: “Answer 90% of 911 calls within 10
seconds.”

Recommendation L17: Establish a service quality
standard of answering 90% of 911 calls within 10
seconds and track performance against the
established service quality standard. The goal of such a
standard is to e